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anada is calling ... 


Summer Conference 


June 10, ll and 12 


The Sheraton-Mount Royal Hotel 
Montreal, Quebec 


“The Key To The Future Is Marketing” 
. . . That's the Conference theme. 


@ Hear successful case histories in all phases of mar- : 


e@ Hear how leading U. S$. and Canadian marketing 
men have increased marketing efficiency for their 
companies. 


Take this o pportunity to become better acquainted 
with Canada. Plan to spend your vacation in old 
Quebec . . . enjoy the intriguing atmosphere of 
Canada’s French Province and of Canada's largest, 
most cosmopolitan city. 


Watch for the Conference program and news about 
your Quebec vacation. 
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Soft-pedal Typographical Soft-Soap 


Anyone can get attention with a bomb—or a tall headline on a routine story. 
Trouble in most of these cases is that the device too often shows up the mediocrity of what it should show off. 
How different, for example, stories that shun typographical stilts and firecrackers to move along 
line after line in lower-case modesty—because they're always sure of interested 
readers . . . like the lines of crazy spelling which Washington decoders scan 
eagerly for ominous overtones of diplomatic exchange. 
. . or like, for that matter, our Human Side Editor Pete Woodward's recent 
story about the “Around-the-World-Shoppers Club”. 


Pete, with only his reputation for lively narrative and a runty headline to kick the story off, wrote up 


the new company as a model of ingenious enterprise . . . leaving out 
details irrelevant to this theme. Street address, too. 
As it turned out, that was one detail should never have been omitted. Thirty-seven readers wrote and 


asked: “Where?” Editors will tell you that’s like the one-tenth of the iceberg 


that’s topside. Another nine-tenths make a mental note to write in, 
but the decision trails off in a maze of ensuing and importunate commitments. 
To graph the true stature of a magazine's readership, it often helps to measure 


sans typographical fuss, feathers and fanfare. 


the eye-pull of unadorned text . . . 


Never underestimate the power of this publication's 10-point Caslon. Coming soon, another example 
. . . this one about the tail-end of a paragraph in Significant Trends that whipped a blizzard of 


mail into an advertising agency president's office. 


Gales THE MAGAZINE OF MARKETING 


386 Fourth Avenue, New York 16, N. Y. 
333 N. Michigan Avenue, Chicago 1, Ill. 
15 East de la Guerra, P. O. Box 419, Santa Barbara, Calif. 
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Now Available . . 
ADVERTISING Theory and Practice 


FOURTH EDITION By C. H. Sandage, University of Illinois 


The new Fourth Edition of this textbook maintains its broad coverage of the entire field of 
advertising, giving the whys as well as the hows of advertising. It is now completely up-to- 
date and incorporates many changes suggested by users of the previous edition. All chapters 
have been thoroughly revised and many of them have been rewritten. A new first chapter 
has been added to serve as a general introduction to advertising—its scope, significance, and 
broad characteristics. A new chapter entitled ‘“‘Nonproduct Advertising” has also been 
added, which presents a considerable amount of material on the vital new development of 
“idea” advertising. The media section has been expanded to five chapters by the addition 
of chapters on newspapers and magazines and on radio and television. 


Ready May 15... 
RETAIL MANAGEMENT PROBLEMS 


By C. H. McGregor, University of North Carolina 


It is the purpose of this book, by providing case and problem material on smaller-scale re- 
tail establishments, to fill the need for satisfactory materials for analysis 9f the problems 
confronting the managers of smaller stores. The book is designed to be used as supple- 
mentary material in the principles of retailing course, or as the basic text for the one-term 
problems course following the principles course. The cases and problems presented are 
taken from actual store operating experience. They were selected because they represent typi- 
cal situations met in managing smaller-scale retail establishments, as well as some of the 
more important situations against which managers must guard the business. A maximum of 
flexibility is provided, for the cases and problems may be interchanged to fit specific needs 
and concepts. 


Please mention the JOURNAL OF MARKETING in writing advertisers 


4 
‘ 
3 


Other Marketing Texts... 


MARKETING Principles and Methods, Revised Edition 
By Charles F. Phillips, Bates College, and Delbert J. Duncan, University of California 


This book is designed for use in the introductory course in marketing and is written 
with a consumer approach to the subject. It begins with a study of the consumer and 
the marketing of consumers’ goods in the retail field. Then, in logical order, it works 
back through the many problems involved in wholesaling and selling by manufactur- 
ers. An exceptionally complete Teacher's Manual is available to adopters of the book. 


: RETAILING Principles and Methods, Third Edition 
By Delbert J. Duncan, University of California, and Charles F. Phillips, Bates College 


This standard text for the first course in retailing serves the purposes of outlini 

; the opportunities that exist in the field of retailing for properly trained men an 
women, analyzing the structure of retailing, and showing the problems associated 

with operating various types of retail stores. Now for the first time with this book 

there is an accompanying Teacher's Manual available to adopters. 


SALESMANSHIP Principles and Methods 
By Carlton A. Pederson, Stanford University, and Milburn D. Wright, San Jose State College 


; This new text has won rapid acceptance and wide adoption as one of the leading 
texts in its field. Well liked are its minimization of high-pressure selling and its em- 
hasis upon professional standards of salesmanship. An important feature of the 
k is its complete ireatment of sales work and methods. Approximately 75 major 
national companies have supplied current sales material for the book. 


SALES MANAGEMENT Policies and Procedures 
By D. M. Phelps, University of Michigan 


Here is a comprehensive and well-integrated textbook for courses in sales manage- 
ment, marketing management, and advanced marketing. It deals realistically with 
the management problems which must be solved by sales executives responsible for 
the marketing of products. Its organization proceeds logically from the product 
through to the control of sales operations. 


PROCUREMENT Principles and Cases, Revised Edition 
By Howard T. Lewis, Harvard University 


Since 1948 this has been the standard textbook for undergraduate courses in pro- 
curement. It presents a well-balanced combination of text and case material repre- 
senting the best modern principles and practices in procurement. A special feature 
of the revision is the inclusion of 20 new case studies—making a total of 61 in the 
book. A complete Teacher’s Manual is available to instructors adopting the book. 


PUBLIC RELATIONS Principles and Problems 
By Bertrand R. Canfield, Babson Institute 


This new book is designed to present the principles and practices used in industry, 
commerce, and social and political organizations to effectively build oo public 
relations. Every phase of public relations is covered, comprehensively and with prac- 
tical emphasis. Many topics are included which are not found in other texts. Scat- 
tered throughout the book is practical material contributed by leading corporations 
and organizations. 


CONSUMER ECONOMICS 
By Pearce C. Kelley, University of Oklahoma 


This is an up-to-date new text for courses in consumer economics. Written from 
the marketing viewpoint it endeavors to examine our economy in terms of con- 
sumer interests. It offers neither the usual cataloging of criticisms of our private 
enterprise system nor an apology for the defects of that system; rather it attempts 
to place each defect in its proper perspective and seek practical remedies so as to 
continue our rate of material progress. 


RICHARD D. IRWIN, INC. 
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ADVERTISING PRINCIPLES AND PROBLEMS 

by JAMES D. SCOTT, University of Michigan 

The combination of text and case material in one volume makes this the most out- 
standing advertising book of 1953. The 59 cases and go short problems deal with a wide 


variety of products sold by small, medium, and large firms. Most cases and problems 
are drawn from the actual experience of business executives since World War II. 


896 pages approx. + 6x9 + Published 1953 


EFFECTIVE PUBLIC RELATIONS 


by SCOTT M. CUTLIP, University of Wisconsin and ALLEN H. CENTER, Public Relations Director, Mo- 
torola, Inc. 

Here is a most comprehensive treatment of Public Relations—its development, how it 

functions, and its actual ‘practice in industry, business, government, education and 

many other fields. Case examples punctuate the book, and there is one complete chapter 


of case histories for study and reference. 
502 pages + 6x9 * Published 1952 


MANAGERIAL ECONOMICS 


by JOEL DEAN, of Joel Dean Associates 


This book won the 1951 National Award of the American Marketing Association for a 
significant contribution to the advancement of science in marketing in the field of mar- 


keting management. 
621 pages + 6x9 * Published 1951 


ELEMENTS OF MARKETING, 5th Edition 
by PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, University of Illinois 


This new edition of a classic marketing text is completely up-to-date . . . is even more 
down-to-earth and more useful. Seven entirely new chapters are provided . . . 17 chap- 
ters are rewritten from start to finish . . . the rest are carefully revised. 


968 pages * 6x9 * Published May 1952 


For approval copies unrile 


PRENTICE-HALL, Inc. 


70 FIFTH AVENUE, NEW YORK 11.N.Y. 
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Morning... Noon... Night 


IBM SERVICE BUREAUS 
= A ~ to 


deliver the — research data 


work at top speed 


Give your fact-finding 


roblems to| IBM |; you'll save time, 


TRACE MARK 


effort, money. 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 


IBM Service Bureaus are located in principal cities 
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NEW YORK’S 
MOST DIVERSIFIED 
RESEARCH TABULATING 
SERVICE BUREAU 


Offers You 


© Questionnaire Layout 
and Design 


e Editing 
e Coding 
e I. B. M. Key Punching 
and Verifying 
(Numeric & Alphabetic) 


e I. B. M. Machine 
Tabulating 


Statistical Typing 
e Hand Tabulation 
e Comptometry 

e Calculating 


e Machine Tabulating 


Systems 


(C. C. sorters, alphabetic and numeric tabulators; 
reproducers; interpreters; statistical sorters; 


collators; calculating punches, etc.) 


| Barnard, Inc. 
432 Fourth Avenue N.Y.C.16 MUrray Hill 9-6250 
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INCREASE YOUR SELLING POWER 


WITH THESE SIMPLE 
EASY-TO-FOLLOW RULES 


The sure steps to a signed-and-sealed order 
are given in the new book 


by Richard Loring Small 


In this book a long-time regional Sales Manager for the Con- 
tinental Baking Corporation gives the essential basic rules, 
the techniques, and the specific practices that Work in sell- 
ing—no matter what your product. 


Here is a salesman’s book in the down-to-earth terms most 
helpful to salesmen. Mr. Small has found—and demonstrates 
here—that anyone can become a good salesman. He gives the 
essential basic steps in any sale, the particular techniques that 
have proved successful in each of these steps, and specific 
methods of developing skill in these techniques. He thus pro- 
vides a clear, practical yardstick that the salesman will find 
valuable both in planning and in actually proceeding with his 
day’s work, as well as a multitude of examples showing how 
to approach a new or an old customer, present a product or 
service, and clinch a sale. 


The author also shows how the many activities of merchan- 
dising, sales promotion, and advertising can best be coordi- 
nated with the work of the individual salesman to get RE- 
SULTS in the total sales effort. Basic, comprehensive, and at 
the same time specific and detailed, this book is an authori- 
tative guide to success in selling. 


Here are 554 


Have you ever had an order 
that seemed to be in the bag 
but somehow slipped out? 


Was your last order as big 
as it could have been? 


Did your competitor get to 
a prospect who wouldn't see 
you? 


When you must sell to a 
group which man do you see 
first? 


Would change of pace have 
made one of your tough 
calls more productive? 


For the techniques that get 
the orders, read this highly 
practical, how-to-do-it book. 


es packed with the most helpful kind of ideas, 


examples, and sales guidance. The price is $5.75. We'll be glad 
to send you a copy on 10 days’ approval. Or, if you’re giving 


a course in Sales 
an examination copy. 


ip, write to our College Department for 


Lhe Macmillan 
60 FIFTH AVENUE, NEW YORK 11, N. Y. 
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Outstanding RONALD Publications .... 


PRINCIPLES OF MARKETING—5th Edition 


Harold H. Maynard and Theodore N. Beckman; revised by Theodore N. Beckman 
with the assistance of William R. Davidson—all of The Ohio State University 


THIS HIGHLY successful, teachable textbook offers 
students a broad understanding of the fundamentals 
of marketing. Thoroughly analyzes—from a func- 
tional and consumer point of view—our marketing 
institutions, policies, and practices. Emphasizes prin- 


RETAILING 


ciples derived from analytical discussions of every 
pertinent phase of marketing. Questions and prob- 
lems by chapters. Illustrated. Instructor's Manual 
available, 792 pages. $6 


Principles and Practices 
Paul L. Brown and William R. Davidson—oth of The Ohio State University 


JUST OUT. Fully covers the essentials of mer- 
chandising and store operation, as evolved from the 
practices of progressive and successful merchants. 
Fully covers problems of small and medium-sized 
stores without neglecting large-scale operations. Ana- 
lytical discussion is used throughout with major at- 


SALESMANSHIP 


tention given to the fundamental factors needed for 
sound planning. Questions and problems, following 
each chapter, pose case situations in various lines of 


‘ business. Instructor’s Manual available. 51 ills., 29 


tables, 726 pages. $6 


Principles and Methods of Effective Selling 
Alfred Gross, New York University 


ALSO NEW. Detailed guide to successful personal 
selling. Discussions are solidly reinforced with nu- 
merous examples from the author's own selling ex- 
perience and the methods of leading companies. 
Strongly emphasizes information the salesman needs 


MARKETING AND DISTRIBUTION RESEARCH 


concerning his product and company, the market, 
competition, and individual prospect. Questions, case 
studies, and reading lists provide valuable material 
for discussion and further study. Instructor's Man- 
ual available. 45 ills., 562 pages. $5.50 


Lyndon O. Brown, Vice President, Media and 
Research, Dancer-Fitzgerald-Sample, Inc. 


GIVES a broad understanding of marketing and dis- 
tribution research—its uses, techniques, scientific 
foundations, and relations to business operations. 
Discusses thirteen types of research, devoting con- 


MATHEMATICS OF RETAIL MERCHANDISING 


siderable attention to recently developed methods. 
Principles are demonstrated through a wide variety 
of illustrations covering many different products and 
company policies. Rev. Ed. 88 forms, 612 pages. $5.50 


Bernard P. Corbman, State University of New York 


THIS UP-TO-DATE BOOK covers the mathematics 
underlying merchandising problems faced by mer- 
chants, buyers, and merchandising managers. Offers 
detailed, yet understandable explanations of modern 
merchandising mathematics for students preparing to 


SALES MANAGEMENT 


Harold H. Maynard, The Ohio State 
University; and Herman C. Nolen, Vice 
President, McKesson & Robbins, Inc. 


TODAY'S successful ideas and scientific methods of 
sales management, stressing techniques and basic 
principles. Describes the planning of sales strategy 
from analyses of conditions, tests, research. Empha- 
sizes policy-making function of the sales manager; 
sales organization; planning, controlling sales; sales 
budgets, etc. Numerous problems, illustrations. Rev. 
Ed. Instructor’s Manual available. 36 ills., 667 oe 
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enter the field who lack contact with its practical as- 
pects. Carefully chosen sequence of topics, tested in 
the classroom, combines subject matter with illus- 
trative examples in logical, step-by-step order. 327 
pages. $3.50 


WHOLESALING 
Principles and Practices” 
Theodore N. Beckman, The Ohio State 
University; and Nathanael H. Engle, 

University of Washington 


FACTS and figures needed for a thorough under- 
standing of wholesaling, its functions, and the man- 
agement of a wholesaling operation. Revised edition 
covers recent developments, including scientific man- 
agement, integrated wholesaling, internal operat- 
ing methods, planning and research. Useful quanti- 
tative data. Rev. Printing. Instructor's Manual avail- 
able. 55 ills., 54 tables, 746 pages. $6 
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ADVERTISING—2nd Edition 


Albert Wesley Frey, Dartmouth College 


READY IN APRIL—Completely up-to-date Second 
Edition orients students in the basic problems of ad- 
vertising and the methods of their solution. Stresses 
packaging and branding, measuring the market, con- 
sumer motivation; socio-economic impact of adver- 


COOPERATIVE ADVERTISING 


tising. Includes new material on the advertising ap- 
peal, advertisement planning, and copy testing. Full 
coverage of television as a major aalens. Problems, 
questions, Bibliography. 91 ills., tables, 740 pages. 
100-page Instructor's Manual. $6.50 


The Way to Make It Pay 
Mosher Story Hutchins, Cooperative Advertising Consultant; 
Former President, Chairman of the Board, Hutchins Advertising Co., Inc. 


JUST PUBLISHED—examines in detail virtually 
every type of cooperative advertising, and shows how 
both manufacturer and dealer can profit from it. 
Helps the student develop standards for choosing 
mon building campaigns, timing and coordinating 


PROFITABLE RETAIL ADVERTISING 


advertising and promotion, layouts, plan- 
ning the dealer's “follow-through.” Numerous ex- 
amples cover all promotion techniques from point-of- 
purchase displays through billboards to actual radio 
and TV scripts. 73 ills. $6 


Joseph R. Rowen, Natl. Adv. Mgr., W. T. Grant Co.; and 
Donald F. Blankertz, University of Pennsylvania 


A CLEAR and straightforward presentation of the 
principles and methods of effective retail advertising. 
Discussions of fundamentals are backed up by ex- 
amples from many retailers. Covers planning the ad- 
vertising program, budgeting, media selection, copy- 


ECONOMICS OF INCOME AND CONSUMPTION 


writing, illustration, layout, following through the 
campaign. 120 actual advertisements are reproduced 
and critically analyzed to illustrate sound and un- 
sound practices followed by different concerns in 
advertising a variety of products. 92 ills. $4 


Helen G. Canoyer and Roland S. Vaile 
—both of the University of Minnesota 


THIS TEXTBOOK approaches the simple and un- 
changing laws of economics from the consumer view- 
point. Provides the student with clarifying applica- 
tions and inter-relations of economic principles. 
Treats fundamentals in terms of human wants, show- 


SALES PROMOTION 


Alfred Gross and Dale Houghton 
—both of New York University 


ANALYZES modern sales promotion methods cov- 
ering all fields. Programs and methods described are 
those that have proved successful time and again in 
actual marketing practice and are flexible enough to 
be used in marketing a wide variety of products and 
services. Covers tested techniques u within the 


‘s own marketing division, for liaison between 
firm and dealers, between firm and consumers. Ques- 
tions at the end of each chapter encourage the student 
. Illus., 434 

$5 


to apply the principles he has | 
pages. 


THE RONALD PRESS COMPANY « 15 East 26th St. « NEW YORK 10 
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ing how economic functions are controlled by pro- 
duction, consumption, and income. Relates economics 
principles studied to the factor of consumption and 
the problems of increasing the consumer income. 37 
ills., 355 pages. $4.50 


PUBLIC RELATIONS 


William A. Nielander, Hofstra College; and 
Raymond W. Miller, Harvard University 


BASED ON the authors’ extensive experience in the 
field and the classroom, this t combines a 
treatment of fundamental theory behind public rela- 
tions with specific explanations of its practical uses. 
Points up the wide scope of public relations, stress 
the many areas of business and industry where men 
public relations principles can help build and main- 
tain goodwill, support, and recognition. Methods for 
promoting beneficial relations with customers, sup- 
pliers, the press, the community, etc. 398 pages. $5 
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LEAVE YOUR TABULATION PROBLEMS 


RECORDING & 

this 
door. 


NEW YORK 
CHICAGO 
BOSTON 
DETROIT 
MONTREAL 
TORONTO 


When you leave your tabulation work in our hands, you are immediately relieved 
of ever so many problems. 


There is no longer a need for you to hire and train people to do your research ; 
tabulating work. You need not be concerned with renting tabulating equipment 
for which you have only part-time use. 


The experienced people behind this door have a full understanding of the nature 
of your problems. They will interpret your requirements accurately. They will do 
your coding, editing, key punching, table preparation, percentaging efficiently 
and economically—just as they do for so many other firms. Why not call now? 


Tabulating service for every management need: 
Questionnaires for Research on Markets, Products, 
Public Opinion, and Industrial Relations 
Magazine Circulations, Radio and TV Network Coverages 
Readership Studies—Magazines, Newspapers 
Marketing Indices, Sales Potentials 


* 
= 
} 
4 
& 
ae Chicago Boston Detroit Montreal Toronto 
Please mention the JOURNAL OF MARKETING in writing advertisers 


THE 


Marketing 


Volume XVII APRIL, 1953 Number 4 
A Case-Study in Copy Research................... Richard D. Crisp 347 
Non-Price Competition at the Department-Store Level....Perry Bliss 357 
Trade Characters in Promotion Programs.......... C. A. Kirkpatrick 366 
Measuring Editorial Interest in Children’s Comics....Harry Henry 372 
Marketing Research—Milestone or Millstone?........ John E. Jeuck 381 
Price Influence of Unbranded Gasoline.......... Vernon T. Clover 388 
The Marketing Position of Industrial Distributors 

Vertical Integration and the Monopoly Problem. .Corwin D. Edwards 404 
An Analysis of Purchase Rates by City Size 

Arthur G. Auble and Harper Boyd 411 
Marketing Notes: | 

Short-Cut Methods of Forecasting City Population 

(neneeceternuden Robert C. Schmitt and Albert H. Crosetti 417 
The Cover Letaem......ccccccccccvscsccoens Norman B. Sigband 424 
Statistical Techniques and International Trade 

The Teaching of Marketing Research........ Lyndon O. Brown 433 
Research in Marketing............+++eee0: James H. Lorie, Editor 437 
Legislative and Judicial Developments. ...Wéilliam F. Brown, Editor 448 
Charles J. Dirksen, Editor 457 


Address correspondence on editorial matters to the Editor-in-Chief or the Managing Editor. Advertising matters 
should be addressed to the Business Manager, and other business matters to the central office of the Association. 


The articles appearing in THE JOURNAL OF MARKETING are indexed in the Bulletin of the Public Affairs Informa 


tion Service and The Industrial Arts Indez. 


The subscription price of TIE JOURNAL OF MARKETIXG is $4.00 per year prepaid to addresses in the United States; 
other countries $5.00. Published in January, April, July, and October. Address corresponaence for single copies 


or subscriptions to the central office. 
THE JOURNAL OF MARKETING assumes no responsibility for the opinions expressed by contributors. 
Copyright 1953 by the American Marketing Association. 
VERMONT PRINTING COMPANY, BRATTLEBORO, VERMONT, U. 8. A. 


Lier 
J 


THE JOURNAL OF MARKETING 


Allen K. Gaetjens, General Electric Company, Cleve- 
land 12, Ohio 

Edward R. Hawkins, University of California, Berke- 
ley 4, California 

Arno H. Johnson, J. Walter Thompson Company, 
New York, New York 

B. F. — Jr., California and Hawaiian Sugar Re- 
finin rporation, San Francisco, California 

Richard H. Moulton, Marketing Consultant, Boston, 
Massachusetts 

Dean M. Prather, A. C. Nielsen Company of Can- 

ada, Ltd., Toronto, Canada 


Wendell R. Smith, State University of Iowa, Iowa 
City, lowa 

Richard F. Spears, Stop & Shop, Inc., Boston 10, 
Massachusetts 

Hugh G. Wales, University of Illinois, Urbana, Illi- 
nois 

Alfred N. Watson, The Curtis Publishing Company, 
Philadelphia, Pennsylvania 

Donald E. West, McCall Corporation, New York, 
New York 

Wilford L. White, U. S. Department of Commerce, 
Washington, D. C. 


Editor-in-Chief 
Edward R. Hawkins 
University of California 
Berkeley 4, California 

Marketing Research Editor 
James H. Lorie 
University of Chicago 
Chicago, Illinois 


Steuart Henderson Britt, Needham, Louis and 
Brorby, Inc., Chicago 3, Illinois 

Orin E. Burley, University of Pennsylvania, Phila- 
delphia 4, Pennsylvania 

Lincoln Clark, New York University, New York, N.Y. 


EDITORIAL BOARD 


Managing Editor 
Albert W. Frey 
Dartmouth College 
Hanover, New Hampshire 


Book Review Editor 
Charles J. Dirksen 
University of Santa Clara 
Santa Clara, California 


Legislative and Judicial Developments Editor 
William F. Brown 
University of California 
Los Angeles, California 


Joel Dean, Columbia University, New York 27, N. Y. 

Morris H. Hansen, Bureau of the Census, Washing- 
ton 25, D. C. 

John Jeuck, University of Chicago, Chicago, Illinois 

George L. Mehren, University of California, Berke- 
ley, California 


BUSINESS MANAGER 


Thomas J. McGann 
Iona College, New Rochelle, New York 


A Quarterly Publication of the American Marketing Association \ 
is published at 73 Main St., Brattleboro, Vermont 
AMERICAN MARKETING ASSOCIATION 
1525 East 53rd Street, Chicago 15, Illinois 
OFFICERS AND DIRECTORS 
President: Gordon A. Hughes, General Mills, Inc., Vice President: William F. O’Dell, Market Facts, 
400 Second Avenue, South, Minneapolis 1, Minne- Inc., 39 South LaSalle Street, Chicago 3, Ill. 
sota Treasurer: Charles W. Smith, McKinsey & Company, 
Vice President: Ewald T. Grether, University of Cali- 6o East 42nd Street, New York 17, New York 
fornia, Berkeley, Calif. Secretary: Ira D. Anderson, Northwestern University, 
Vice President: Harold P. Alspaugh, H. J. Heinz Evanston, Ill. 
Company, P. O. Box 57, Pittsburgh 30, Penn. Immediate Past President Director: H. ’ 
B , University of Chicago, Chi , li 
Henry G. Baker, University of Utah, Salt Lake City, 1 
Utah George W. Robbins, University of California, Los 
Joel Dean, Columbia University, New York, New __ Angeles, California 
or 


r 
J 
pee 
‘ 
4 
a 
3 
As 


The Journal of Marketing 


Volume XVII 


Apri, 1953 


Number 4 


THE NEED FOR OBJECTIVE YARDSTICKS 


UNIT of white space in a large-circu- 
lation magazine today costs a lot of 
money. The bluest blue-chip is a four- 
color two-page spread in Life magazine. 
The price-tag is more than $56,000 for 
the space alone, plus art and mechanical 
costs. By spending that sum, an adver- 
tiser can buy the privilege of addressing 
his sales message to the readers of that 
publication. 

The price of that privilege is equal to 
all, yet some advertisers deliver their 
ideas at a very small fraction of the cost 
per thousand prospects that other adver- 
tisers pay. This is simply one of the facts 
of advertising life, so widely recognized 
that it needs no documentation. In any 
issue of any consumer magazine you will 
find both good advertisements and bad 
advertisements. Some advertisements do 
many times as good a job of delivering 
sales ideas as other advertisements. 

But what makes the difference? How 
can you tell a good advertisement from a 
bad one? How can you learn—preferably 
before you run the advertisement and 
spend your money—which one of several 
different advertisements for your product 
will do the best job of delivering your 
sales ideas to the prospects you want to 
reach? 

These are questions which advertisers 
and agencies have faced since the birth of 
advertising. They are questions to which 
there are no easy answers. The field of 
copy research, and more particularly the 
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field of copy pre-testing, is largely an un- 
charted wilderness. There is no tech- 
nique which is universally accepted as a 
path to “the answer” to those questions. 
The process of evaluating printed adver- 
tising copy and individual advertise- 
ments on an objective basis is fantasti- 
cally difficult and complex. 

It has been the observation of the 
writer, on the basis of more than four- 
teen years of active experience in the 
field of marketing research with heavy 
emphasis on advertising research, that 
progress in developing objective yard- 
sticks for pre-measuring advertising re- 
sults has been disappointingly slight. 
Two obstacles in the path of progress are 
worth noting: 


1. The first is the number of difficulties 
and complexities which inevitably sur- 
round the problem. Those complexi- 
ties have discouraged many serious stu- 
dents of research techniques from mak- 
ing even an attempt to hack a path part 
of the way into that wilderness. 

2. The second is corporate secrecy. Copy 
research is traditionally regarded as 
“top secret,” as part of the stock in 
trade of advertising agencies and con- 
sultants in the field. 


This paper makes available to all the 
detailed case-study of one active program 
of copy research and copy pre-testing, car- 
ried on over a period of more than four 
years. The program in question involves 
thousands of consumer interviews, and 
an investment in direct costs which now 
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exceeds $130,000. The program itself has 
had a single objective: To find a practi- 
cal, useful and economical way of pre- 
evaluating printed advertisements. 

Those four years have been spent, nec- 
essarily, rather largely in the field of 
experimental technique development. 
Many approaches have been tried. Some 
have been discarded, others modified, 
adopted and developed. Mistakes have 
been made. Through the program, how- 
ever, there runs a thread of continuing 
forward progress.* 


Subdividing the Problem 


One of the first essential steps in any 
practical program of research on adver- 
tising copy is a sub-division of the prob- 
lem. The net effectiveness of an individ- 
ual advertisement depends largely on the 
skill with which an advertiser answers 
two basic questions: 

1. What story should I tell? 

2. How should I tell it? 


Both of these questions are important. 
Many research men feel that the first 
question, which involves a decision as to 
the selection of appeals and a determina- 
tion of the relative strength of the vari- 
ous active motivational influences, is the 
more important of the two. The writer 
is inclined to agree with that opinion, 
but to feel that answering that key ques- 
tion is a far more complex and individ- 
ual problem in the case of each product, 
and therefore far less susceptible to stand- 
ardization of approach in the field of 

4It is the conviction of the writer that one of the 
major obstacles to forward progress in this field—the 
barrier of corporate secrecy—can and must be over- 
come before this problem can be solved. It is his con- 
viction, in short, that cooperative effort can push 
back the frontiers of advertising research knowledge 
farther and faster than can individual effort. 

In the field of cooperation, someone has to start, 
to give, to prime the pump of the exchange mechan- 
ism. This article has been prepared as a pump- 


primer, as a tangible contribution to group progress 
in the field of advertising research. 


technique than the second. There is the 
further practical point to be noted that 
many advertisers have—or think they 
have—the first question answered, at least 
to their own satisfaction. 

It is primarily to the second question— 
the evaluation of different methods of 
presentation of an advertising story—that 
this paper is devoted. An attempt is made 
to hold “the story told” as a constant, and 
therefore to eliminate it as a variable in 
this study of methods of presentation. 

With regard to any two or more adver- 
tisements for the same product, each ad- 
vertiser has two questions to answer: 


1. Which of the alternate advertisements 
does the best job of delivering the mes- 
sage I want to deliver? 

2. How does that superior advertisement 
compare with competitive advertise- 
ments? 


The advertiser has the problem, in 
other words, not only of determining 
which advertisement is better, but of de- 
termining also whether the better adver- 
tisement is or is not within the perform- 
ance range achieved by the advertise- 
ments with which it is in competition. 


BACKGROUND OF THE PROGRAM 
Starting Point: “Impact” 


This copy-research program was ini- 
tially stimulated by a new development 
in the field of copy pre-testing, the origi- 
nal Impact service developed by George 
Gallup and Claude Robinson. The serv- 
ice involved a special magazine, called 
Impact. The magazine included editorial 
material and advertisements. The edito- 
rial material was from Canadian publi- 
cations, hence could be assumed to be 
new and fresh to the readers. The adver- 
tisements were specially prepared for in- 
clusion in Impact in some instances, and 
were “lifted” as complete four-page sig- 
natures from other magazines in other 


1 
Cc 
t 
I 
: ‘ 
> ij 


A CASE-STUDY IN COPY RESEARCH 


349 


cases to add bulk and a reasonable ap- 
proximation of advertising competition 
to the special magazine. 

The magazine was placed with con- 
sumers, who were asked to read it. An in- 
terviewer called back a week later and 
determined what advertisements were re- 
called, and what features of the advertise- 
ments were remembered. It should be 
noted that at the time of the placement 
interview, the interviewee had no idea 
whether the subsequent interview would 
be concerned with editorial material, ad- 
vertising or both. 


Introducing the “Playback” 


Gallup & Robinson introduced (or, if 
there are prior claims, popularized) a 
concept in advertising research which 
merits some discussion. That concept was 
a tool for analyzing advertisements. The 
tool was called the “‘playback.”” A play- 
back is simply the verbatim report, in the 
respondent’s own words, of everything he 
or she can remember about a particular 
advertisement. The playback is the end 
result of a series of probing questions 
about the advertisement. 

This is an important contribution to 
advertising research techniques. In the 
traditional consumer-jury or similar ap- 
proach to advertising research, con- 
sumers were exposed to advertisements 
and were then given an opportunity to 
register opinions and reactions to them. 
This was essentially subjective copy re- 
search. It was widely viewed with con- 
siderable skepticism. Consumers were 
placed in the position of advertising ex- 
perts. The result was a very artificial situ- 
ation. 

The playback introduced a very im- 
portant difference in approach. Instead 
of determining how consumers like ad- 
vertisements subjectively, you could now 
determine what they got out of the adver- 
tisements. On the basis of a quantitative 


and qualitative analysis of the playbacks 
themselves, you could determine objec- 
tively which of a number of advertise- 
ments do the best job of registering the 
story you are trying to tell. Some actual 
playbacks will be quoted below, to illus- 
trate the concept in more specific terms. 


Tryinc OuT THE “IMpPActT” TECHNIQUE 


A client of ours asked for a recommen- 
dation as to whether the Impact service 
should be purchased. The cost was likely 
to exceed $100,000 a year. We were im- 
pressed with the sales presentation on the 
new service, but felt we could not make 
a client recommendation without know- 
ing more about it. After some study we 
devised a method of duplicating their 
technique so that we could reproduce it 
experimentally for study purposes. 


The Duplicating Technique 


They used a small magazine, called 
Impact. We used Parade, a Sunday sup- 
plement (magazine insert distributed 
with Sunday newspapers), which was 
about the same size. They placed the 
magazine with people who had never 
seen it. We secured advance copies, 
through the cooperation of the pub- 
lisher, and took them into a market in 
which the supplement was not distrib- 
uted. We used careful sampling methods, 
as Gallup & Robinson did. (A probability 
sample was not possible because of a rela- 
tively high refusal rate, but we came as 
close to it as we could.) We duplicated 
exactly their timing and interviewing 
methods. Our duplicate had one advan- 
tage over the original: They used an arti- 
ficial magazine, while we used a real one. 

There were three “levels” of recall in 
their technique. The first was unaided 
recall, in which the consumer was asked 
after the magazine was returned, “What 
ads do you remember seeing in this mag- 
azine?” The second was commodity- 
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aided recall. If the magazine included a 
shampoo advertisement which was not 
recalled unaided, the interviewer asked, 
“Do you remember seeing a shampoo 
ad?” The third was brand-aided recall. 
If the advertisement was still not re- 
called, the interviewer asked, ““Do you re- 
member seeing a White Rain shampoo 
ad?” 

We were particularly interested in the 
level of responses. They used a sample of 
about 200 placements. How many re- 
sponses did such a sample provide on the 
average advertisement at each level? 

Here is a comparison of the average 
proportion of recall for all advertise- 
ments and for two Toni Home Perma- 
nent advertisements in the two issues of 
Parade we studied: 


Average Toni 
Type of recall advertisement advertisements 
Unaided 1% 6% 
Commodity-aided 7 17 
Brand-aided 7 36 
Total recall 15% 59% 


The above comparison illustrates one 
of the limitations of this technique. The 
level of commodity-aided recall tends to 
be inflated in the case of well-known 
brands where the commodity class (like 
home permanents) and the brand name 
(like Toni) are nearly synonymous. 


Conclusions from the Duplicating-Tech- 
nique Experiment 


This experimental duplication of Gal- 
lup & Robinson’s techniques led us to 
these three conclusions: 


1. The “playback” (defined above) was a 
very promising contribution to copy- 
research technique. There were not 
many playbacks per advertisement, but 
those we did get were extremely inter- 
esting and often surprising. 

2. The cost per completed interview was 
murderously high. 


3. There were not enough playbacks on 
the average advertisement to warrant 
confidence as the basis of discriminat- 
ing between advertisements on the 
basis of the Gallup & Robinson sample 
size. 


We recommended to our client that 
they reject the proposal. Gallup & Robin- 
son subsequently discontinued that pre- 
testing service in favor of their present 
pOst-appearance studies of advertise- 
ments. 


DEVELOPING A MopIFIED TECHNIQUE 

The foregoing evaluation was the first 
step in our copy research program, but 
the last step using Gallup & Robinson’s 
technique and a whole magazine. We 
shifted direction at this point. The prob- 
lem we faced as we studied the playbacks 
was one of getting more playbacks on a 
smaller investment in research. We were 
interested also in shortening the time in- 
terval between exposure and interview 
to reduce the danger of inflation result- 
ing from other advertising activities. We 
developed a modified technique, which 
was used in further experiments. 

We eliminated editorial material en- 
tirely, and confined the interview to ad- 
vertisements alone. We set up a special 
folder containing only advertisements. 
We reduced the number of advertise- 
ments to ten as a Maximum, and typically 
used nine. All but one of those advertise- 
ments were control ads. One was a test 
advertisement. We held the framework 
of control advertisements constant both 
as to content and position, and inserted 
test advertisements in the test “slot” in 
the middle. of the folder. We did not ro- 
tate the advertisements, preferring in- 
stead to hold position bias constant. Con- 
sumers were exposed to one advertise- 
ment at a time. All advertisements were 
on a right-hand page, all faced a blank 
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page. We conducted a probing depth in- 
terview on all advertisements. 

We had learned that playbacks from 
the brand-aid reminder were so thin as 
to be almost useless. A typical one, for 
example, said: “Yes, I remember seeing 
an Ovaltine ad, but I don’t remember 
anything about it.” We eliminated the 
brand-reminder from our interviews. We 
used a gift or premium (value ranging 
from 40¢ to 60¢) to improve our sam- 
pling by cutting down the refusal rate. 
Finally, we eliminated the time interval 
between exposure to the advertisements 
and the interview. We did interviewing 
immediately after exposure to the adver- 
tisements. 


Interview Situation 

We told the people we were interview- 
ing (mostly housewives, initially) that we 
were making a survey to find out what in- 
terested women in advertising. We said 
we wanted them to look at a few adver- 
tisements, and then wanted to talk to 
them briefly abou. the advertisements. 
We interviewed only if we could get into 
the house, with a cooperative respondent, 
whom we could persuade to “relax and 
enjoy” the interviewing situation. The 
gift for cooperation was mentioned, but 
not over-sold. We put the portfolio of ad- 
vertisements in the respondent’s lap and 
said, ‘Please go through this folder as 
you would if you were reading a maga- 
zine. Read anything that interests you, 
skip anything that doesn’t.” We learned 
that having the interviewer pull out a 
pocket-sized magazine and proceed to 
read it helped some respondents relax 
and participate more naturally than they 
could if they were under the eye of an 
observer. 


Tenfold Increase in Playbacks 


These modifications had the desired 
effect. Instead of fifteen playbacks per 


advertisement average which the original 
Impact developed, we secured 80 per 100 
interviews. This was actually a tenfold 
increase in playbacks, for the 80 were de- 
veloped on an unaided-recall and com- 
modity-aided recall basis only. The same 
two levels in the original technique 
developed only eight playbacks per 100 
interviews. We had succeeded in develop- 
ing a far more substantial basis for analy- 
sis of the difference between test adver- 
tisements. 

Since we developed our playback pool 
from one interview rather than two, 
there were two additional advantages. 
First, the cost per completed interview 
was far lower. Second, the likelihood of 
picking up as “recall” from a print adver- 
tisement the content of a radio or TV 
commercial on the same product which 
the respondent had happened to hear a 
few minutes before the second interview 
was greatly reduced. 

This brought us to the next problem: 
How could the mass of verbatim com- 
ments—the playbacks—be summarized 
and classified so that we had a basis for 
comparing the quantitative and qualita- 
tive idea-penetration achieved by differ- 
ent advertisements? 


CLASSIFICATION OF PLAYBACKS 


Playbacks, which represent the verba- 
tim report in respondent’s own words of 
everything that can be recalled from a 
printed advertisement, can be classified 
in many ways. The most meaningful ba- 
sis of classification, in our judgment, is 
in terms of idea content, related to the 
component of the advertisement to which 
the idea can be traced. Perhaps some spe- 
cific illustrations will clarify this classifi- 
cation process. 

Suppose you were studying a number 
of advertisements for a ready-to-eat ce- 
real, Kix. One of them was a switch on 
the Toni Twin theme. Lupe had Kix for 
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breakfast, and was full of pep all morn- 
ing, while Droopy skipped breakfast and 
drooped in mid-morning. The other ad- 
vertisement also told an energy story, re- 
lated to adequate breakfasts, but it used 
a more emotional approach. It was aimed 
at mothers of young children, and pre- 
sented in emotional terms the conse- 
quences of failure to provide a school 
child with an adequate breakfast. The 
main illustration showed a little girl 
standing in the doorway of her school, 
dreading the task of carrying her poor 
report-card home to mother. The head- 
line was, “Did she fail or did you?” Using 
the technique described in this paper, we 
developed playbacks on these ads. 

Here are four actual playbacks from 
the Lupe-Droopy advertisement, each il- 
lustrative of a group of reactions to this 
advertisement: 


1. It was a Kix ad. I just looked at it to see 
if I was interested or not. 

2. Kim or Kix cereal. There were two pic- 
tures of the same lady, but I don’t re- 
member what she was doing or what the 
ad said. 

. Kix cereal. Difference in woman who had 
it, the pep and energy it gave her, and 
how sluggish the other one was that 
didn’t have it. Package of Kix with a dish 
on it showing what it looked like. 


And finally, there were orphan play- 
backs like this: 


4. There was an ad with two girls on it. It 
said which one is Loop and which one is 
Droop. It was for breakfast food, but I 
don’t remember what brand. I just 
skimmed that ad. I noticed one girl was 
alert, and the other was looking the other 
way. 


This range of playbacks illustrates the 
analytical problem. If all of your play- 
backs were like No. 1, you’d kill the ad- 
vertisement. If they were all like No. 3, 
you'd be delighted with it. The problem 
is one of evaluating the playbacks in 


terms of their quantity as well as their 
quality. Here is one of the playbacks 
from the emotional advertisement which 
is typical of those who made meaningful 
comments about this ad: 


“Kix cereal. There was a picture of a 
little girl coming home from school with a 
report card. It said, ‘Did she fail or did you?” 
‘Did she get a proper breakfast or not?’ 
Doctors say that some per cent—I don’t re- 
member exactly how many—don’t get 
proper nutrition from breakfast.” 


By comparing the playbacks in the 
most significant group—which we call the 
meaningful copy recall group, corre- 
sponding roughly to the No. 3 illustra- 
tion above—you can get both the quanti- 
tative and qualitative aspects of the 
playback quickly. It has been our experi- 
ence that the greatest value of this ap- 
proach to advertising evaluation lies in 
its qualitative aspects. The quantitative 
picture is useful primarily as supporting 
evidence. However, neither approach can 
be used successfully until a meaningful 
framework of classification has been de- 
veloped which will permit a valid and 
objective comparison of the playbacks 
from different advertisements. 


Four Groupings of Comments 


Developing such a classification frame- 
work has been a gradval process. After 
about two years’ work on this approach, 
we had worked out this grouping of com- 
ments: 


1. Recall of brand name of product only, 
without recall of any copy or pictorial 
element. 

2. Recall of pictorial element only, includ- 
ing the package or any other illustrative 
element. 

3. Recall of a copy element, with or with- 
out recall of a pictorial element in the 
advertisement as well. 

4. Recall of some element of the advertis- 
ing, either pictorial or copy, but without 
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brand identification; or recall of some 
element not in the advertisement. 


It is important to note that brand and 
product identification totals can be de- 
termined by adding up the number of 
playbacks in the first three groups above. 
This classification of comments seemed 
to us at that time to represent a clean-cut 
and consistent grouping of playbacks. 
The “pay-off” group, of course, was the 
No. 3 category. It included all comments 
in which there was meaningful copy re- 
call. The respondents who made play- 
backs in that group had read and remem- 
bered some element of the copy story. In 
the No. 2 group were the playbacks of 
those who remembered what the adver- 
tisement looked like, but not what it said. 
The No. 1 group recalled the advertise- 
ment but without any detail. In the No. 
4 group were mis-identifications (such as 
a Toni Creme Shampoo advertisement 
mis-identified as a Toni Home Perma- 
nent advertisement). 

With that classification of comments 
in mind, consider now Figure z, which 
summarizes the recall pattern on one se- 
ries of copy-research studies. Moving 
from left to right, each bar represents 
one advertisement in the test series. 
There were nine advertisements in- 
cluded. The first three and the last five, 
represented by wide bars, were control 
advertisements which were constant 
throughout four series of interviews. The 
four narrow bars in the fourth “slot” in 
the series were test advertisements, in this 
case for Kix cereal. The sample size on 
each of the test advertisements was one- 
fourth of the size used for control adver- 
tisements. The Lupe-and-Droopy adver- 
tisement mentioned above is the third 
test advertisement shown on the chart, 
and the emotional advertisement with 
the little girl in the doorway is in the 


fourth position in the test-advertisement 
line-up. 

Now let’s consider some of the indica- 
tions of this rather confusing chart: 


1. Note that the height of the bars indicates 
the level of total recall. That level is 
consistently above 80 per cent of total 
interviews. This is of interest because it 
indicates that we are not here dealing 
with an articulate minority of the re- 
spondents. 

. The four groups of playbacks move up 
from the base line, with the most impor- 
tant group (meaningful copy recall) at 
the base line, followed by pictorial recall, 
then ad-only recall, and finally the group 
of mis-identification or no-brand recall. 

. Note particularly the four narrow bars 
for the test advertisements. Observe that 
the fourth advertisement did far bet- 
ter at registering a meaningful copy 
message than the other three test adver- 
tisements. It did twice as good a job nu- 
merically as the third or “Lupe” adver- 
tisement discussed above. It also did a 
better job quantitatively than any of the 
eight control advertisements. 


Now let’s shift the focus and consider 
the height of the segment of each bar in- 
dicating Class 4 comments—those with no 
brand or the wrong brand. For illustra- 
tive purposes, contrast the Good Luck 
advertisement, which was first in the 
folder, and the Admiral refrigerator ad- 
vertisement, in the eighth position. Both 
had a substantial number of comments 
in the Class 4 group. 

In setting up the classification frame- 
work described above and illustrated on 
the chart, we postulated that the registra- 
tion of the brand name was essential to 
the delivery of an effective sales message. 
Or to put the same point a little differ- 
ently, we concluded in advance that an 
advertisement which failed to secure 
brand identification—in spite of its regis- 
tration of the copy message itself—was a 
bad advertisement. 
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Influence of Past Advertising 


We subsequently reviewed that as- 
sumption, and revised our thinking on 
that point. We found that we had over- 
looked an important variable, and that 
we were confusing two points which de- 
serve individual consideration. Note on 
the chart that the Good Luck advertise- 
ment was low in meaningful copy recall, 
while the Admiral advertisement was 
high in that respect. Those differences 
may be interpreted as indicating interest 
either in the sales message or the way it 
was presented. But how are we to inter- 
pret a recall pattern like the one shown 
on the Admiral advertisement? Here is 
an advertisement which was higher than 
any of the other seven control advertise- 
ments in meaningful copy recall, but 
which was also highest in the ‘“‘no brand- 
wrong brand” group of comments. We 
went into the comments in the latter 
area, and came up with a clue to the an- 
swers in the idea content those comments 
presented. We found that the comments 
on the Admiral advertisement were full 
of meaningful copy recall. The respond- 
ents in that group had grasped the adver- 
tising message, remembered it, and 
played it back. What they had not re- 
called was the brand name of the adver- 
tiser. 

We concluded finally that there was 
present as a factor here something en- 
tirely outside of the advertisement itself. 
That factor was the association between 
the brand and the product name. The ex- 
tent of past association between brand 
and product, we have learned, is a key 
element in determining the level of 
brand identification. The brand name 
“Admiral” is well known in association 
with radios and television sets. It is far 
less widely known at this time as a brand 
of refrigerators. The association between 
“Admiral” and “refrigerators” is far 
lower than that existing on long-estab- 
lished brands like Frigidaire, General 


Electric and others. Once we recognized 
this, we were able to take an important 
step forward in analyzing and classifying 
playbacks. We separated two major 
points which we had previously been con- 
fusing unintentionally. The first was the 
ability of the copy story to achieve pene- 
tration. The second was the level of 
brand and product association among 
those to whom the advertisement had de- 
livered a meaningful message. 

In tabulating those playbacks today, 
we would separate the two problems. We 
would first consider the performance of 
the advertisement itself in driving home 
a sales message. Then, as a separate oper- 
ation, we would study the extent to 
which the advertisement registered the 
correct brand and product, sub-dividing 
that between respondents who did and 
those who did not get a meaningful mes- 
sage from the advertisement. 


STREAMLINING THE TECHNIQUE 


The technique described above, ap- 
plied to a vast number of different types 
of advertisements, provided an expanding 
backlog of facts about what constituted 
acceptable performance by an advertise- 
ment using this approach. With the tech- 
nique standardized, we next turned our 
attention to the task of speeding it up 
and streamlining it so we could study 
more advertisements on more products. 

Our research developed unmistakable 
evidence that there are major variations 
in the level of product interest which in- 
fluence total recall, meaningful copy re- 
call, and all other characteristics of mes- 
sage penetration. Those variations are so 
great that they tended to nullify one of 
our original premises—namely, that ad- 
vertisements must be checked against 
competitive advertising as well as against 
each other. It is theoretically possible to 
make the test advertisements “look good” 
by running them against competitive ad- 
vertisements from low product-interest 
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groups, or “look bad” by using high-in- 
terest product advertising for controls. 
We shifted away from control advertise- 
ments, when this conclusion emerged. 
We adopted instead an approach in 
which we use a smaller number of adver- 
tisements, typically four or five, selected 
to bracket a rather narrow range of prod- 
uct-interest levels. For example, we now 
include in one series a group of cosmetic- 
type products; or a group of appliance 
advertisements; or a group of food ad- 
vertisements. 

By this shift, we have eliminated the 
need for tabulating and analyzing play- 
backs on eight advertisements we are not 
interested in to provide standards for 
measuring the performance of one pair 
of advertisements we are studying. The 
level of recall rose slightly, but since it 
was already at the 80 per cent mark, the 
room for expansion is of course limited. 
We have been unable to find any differ- 
ences in the idea-content of the playbacks. 
That is, the pattern of playback distribu- 
tion between meaningful-copy, pictorial- 
only, ad-only or other recall is about the 
same as it is with more advertisements in 
the folder. 

In current studies, we compare adver- 
tisements for a product only with other 
advertisements for the same product. 
That eliminates product-interest as a var- 
iable. We separate brand and product 
registration from registration of the sales 
message. That eliminates the familiarity 
of the brand name as a variable to a large 
extent. 


Need for Additional Techniques 


It is apparent that this approach to 
copy research is confined to probing the 
conscious recall of an advertising mes- 
sage. What about advertising registration 
at deeper levels? A technique for probing 
the subconscious or unconscious econom- 
ically and with dependable consistency 
would be highly desirable. Until such a 


technique becomes available, however, 
the writer is inclined to regard this ap- 
proach as a useful tool. 

There are limitations in terms of prod- 
uct classes. Personal hygiene items might 
be difficult to check, because of the re- 
luctance of respondents to tell a stranger 
that they had been ‘“‘stopped” by an ad- 
vertisement featuring unpleasant breath, 
loose false teeth, or similar troubles. 


CONCLUSION 


Progress toward the measurement of 
advertising effectiveness is today slow and 
slight. That lack of progress is not diffi- 
cult to understand, if one considers the 
many, many steps involved between ex- 
posure to an advertisement and a final 
sale. The large number of variables pres- 
ent in any advertising-sales test, many of 
which exceed the advertising in their in- 
fluence on sales results, make the pros- 
pects of accelerated progress seem dim. 

The techniques described in this paper 
are offered without pretension as to their 
scope. They represent an attempt to ad- 
vance knowledge a step or two toward 
the eventual goal. They can be and are 
being used to determine the relative abil- 
ity of different advertisements to crash 
through the prospect’s wall of indiffer- 
ence and implant the advertiser’s ideas in 
the minds of prospects. They make it pos- 
sible to determine the accuracy with 
which the advertiser’s ideas have been 
communicated, and to improve that com- 
munication. 

In the three years since the techniques 
outlined here were first presented pub- 
licly to the Chicago Chapter of the Amer- 
ican Marketing Association, many differ- 
ent indépendent explorations of their 
value have been conducted. They are in 
use today on a widening scale.” 

* Questions not answered by this paper may be 
addressed to the writer. Our experience in copy re- 


search is available to any serious student of copy- 
research techniques. 
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RIOR to the early 1930's price com- 
Ponies received the lion’s share of 
attention from theorists who were inter- 
ested in the economics of the firm. As 
long as the purely competitive model was 
the conceptual apparatus with which re- 
ality was analyzed there appeared to be 
little or nothing the entrepreneur could 
do with respect to the impersonal market 
forces. Demand was assumed to be a da- 
tum to which the firm merely adjusted. 
With the growth of the economic litera- 
ture on imperfect competition, however, 
stemming from the works of E. H. Cham- 
berlin and Joan Robinson in the thir- 
ties, the business environment was ac- 
knowledged by theorists to be a little 
“looser” and the scope of the entrepre- 
neur greater. With the gradual recogni- 
tion that the market place contained sig- 
nificant areas of oligopoly the conceptual 
models admitted almost any pattern of 
market strategy vis-a-vis a rival. Price 
competition, methodologically neater, 
still received considerable attention but 
a multitude of non-price factors were se- 
riously considered and where possible 
woven into the analysis. The present ar- 
ticle is concerned with the relation of 
price to non-price competition in the case 
of a multi-product firm (the large-scale 
department store) where several thou- 
sand articles have interrelated demands 
and where price and non-price competi- 


tion seem to be almost inextricably re- 
lated. 


* The writer wishes to express his indebtedness to 
Professor Edmund D. McGarry for reading the 
manuscript and making helpful suggestions and 
criticisms. 


NON-PRICE COMPETITION AT THE 
DEPARTMENT-STORE LEVEL 


PERRY BLISS* 
University of Buffalo 


Interrelationship of Price and Non-Price 
Competition 


In treating the subject of non-price 
competition in the large-scale depart- 
ment store the distinction between price 
competition and non-price competition 
must be closely examined. Some authors 
indicate the character of non-price com- 
petition by a catalog of various business 
practices. 


It has been pointed out . . . that there 
are hundreds of other grounds upon 
which sellers may choose to compete, such 
as the offer of better quality, more con- 
venient terms of payment, chromium 
plating, neon lights, cellophane wrap- 
pings, better radio programs, etc. Refer- 
ence has been made to the probability 
that the relative importance of all these 
latter devices for winning business, which 
may be collectively designated “non- 
price competition,” has increased mate- 
rially during the past generation, while 
emphasis on the price aspect of competi- 
tion has correspondingly declined. 


Wilcox simply lumps non-price compe- 
tition into “. . . competition in quality, 
in service, in style and in advertising and 
salesmanship.”* Further considerations 
are offered by Burns and Chamberlin. “A 
more satisfactory basis of distinction be- 
tween price and non-price competition 
is suggested by the separation of costs 


*§. Nelson and others, Price Behavior and Business 
Policy, Temporary National Economic Committee, 
Monograph No. 1 (Washington: U.S. Government 
Printing Office, 1940), p. 154. 

2 C. Wilcox, Competition and Monopoly in Ameri- 
can Industry, Temporary National Economic Com- 
mittee, Monograph No. 21 ‘Washington: U.S. Gov- 
ernment Printing Office, 1940), p. 4. 
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into production and selling costs, selling 
costs being those costs which alter the 
demand curve and production costs those 
which do not.”® Chamberlin had earlier 
made this same point: “Costs of selling 
increase the demand for the product on 
which they are expended; costs of pro- 
duction increase the supply.’’* 

The latter approach places emphasis 
on the manner in which a particular com- 
petitive practice affects the demand curve 
and suggests the distinction made in eco- 
nomic theory between market demand 
and schedule demand. Price competition 
is an attempt to alter the amount de- 
manded by changing price. Traditionally 
this is demand in the market sense. Non- 
price competition is an attempt to alter 
the amount demanded without changing 
price. Traditionally this is demand in the 
schedule sense. In price competition the 
movement is along a given demand 
curve; in non-price competition the 
movement is a shift in the curve itself. 

Specific examples of department store 
practices illustrate the difficulty of sep- 
arating price competition from non-price 
competition in retailing a “mix” of goods 
and services. On the one hand the use of 
institutional advertising is quite clearly 
a form of non-price competition. On the 
other hand, it is more difficult to classify 
the practice of “leader pricing.” The di- 
rect effect of dropping the price on a 
“leader” is to increase the amount taken. 
This is a movement down a demand 
curve and qualifies as price competition. 
However, the planned effect and the 
likely result in practice of the use of 
leader pricing is to increase not only the 
sales of the leader but also the sale of 

* A. R. Burns, Decline of Competition (New York: 
McGraw-Hill Book Co., Inc., 1936), p. 373. 

*E. H. Chamberlin, The Theory of Monopolistic 

Competition, 3rd ed.; “Harvard Economic Studies,” 


(Cambridge: Harvard University Press, 1939), Vol. 
XXXVIII, pp. 125-6. 


other products at their usual prices. This 
is a shift in their demand curves to the 
right and by definition is non-price com- 
petition. This apparent contradiction is 
explained by the fact that the reasoning 
shifts from single product analysis to 
multiple product analysis. The interrela- 
tion of the individual demands which 
exists when a “mix” of consumer goods 
is offered for sale makes a sharp distinc- 
tion between price and non-price com- 
petition very difficult. 


The Interrelation of Demand 


In traditional single firm, single prod- 
uct analysis a lowering of price on mar- 
ginal items involves a drop in the price of 
all units offered for sale. The exception 
would be in markets permitting price 
discrimination. However, in selling units 
of retail service (which are associated 
with the sale of units of physical mer- 
chandise) it is possible to lower the price 
of some units of service without lowering 
the price on all. Assuming a constant cost 
of merchandise, a cut in the price of a 
leader item represents a lowering of the 
retail margin, i.e., a drop in the charge 
for the unit of retail service performed 
in the selling of each unit of the leader 
item. However, the prices of all other 
goods on display may remain unchanged, 
i.e., the markups or prices of the units of 
retail service are not altered. Now, if 
more units of all goods, leader items plus 
other items in stock, are sold because of 
the increased traffic induced by the 
“pull” of the special bargain of the leader 
item, this results in the sale of more units 
of retail service without a price reduction 
on all units. The necessity to raise other 
prices because a leader item is lowered in 
price is a popular misconception. The in- 
creased volume of business on other mer- 
chandise at normal prices, which it is ex- 
pected will result from the “pull” of the 
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leader item or items, is what is significant. 
The fixed factors of the store are more 
fully exploited and the total volume of 
sales is profitable. 

This concern with total receipts is al- 
ways present in the thinking of a mer- 
chant who handles a variety of goods. 
The demand for any single item of the 
several goods in stock is never isolated in 
the eyes of the decision maker. Not only 
are the decisions affecting prices centered 
on this interdependence of demand, but 
also the decisions which affect non-price 
competition. 


Factors Affecting Non-Price Decisions 


The department store executive in 
choosing a competitive weapon whereby 
he can increase his sales either in abso- 
lute figures or in relation to a particular 
competitor or group of competitors is 
quite likely to view sales volume not only 
as a function of price but also as a func- 
tion of several factors of a non-price na- 
ture. The decision maker knows that for 
particular items, for particular depart- 
ments and for the store itself, sales are af- 
fected by changes in location, display, 
personal selling effort, advertising, tim- 
ing, credit terms, “special events,” and 
so on. Without wishing to burden the 
word “elasticity” it could be said that the 
department head or merchandise man- 
ager thinks of the sensitivity of sales to 
changes in location or display or personal 
selling effort just as quickly as he thinks 
of the sensitivity of sales to changes in 
price. Sales are “location elastic” or ‘“‘dis- 
play elastic” or “selling effort elastic.” 
This does not mean that the decision 
maker, in an attempt to increase sales, 
feels that he can in all cases substitute a 
change in location or display for a change 
in price. Rather it means that the deci- 
sion maker knows that just as different 
goods have different price elasticities they 


also have different location elasticities or 
display elasticities. For example, on many 
items a sharp drop in price would not 
overcome an inconvenient or uncongen- 
ial location. 

Before turning to a description of the 
competitive practices which the decision 
maker may utilize to increase sales other 
than lowering price, it should be pointed 
out that the executive is “looking out” 
and estimating the impact of his actions 
on consumer buying habits and motives. 
However, “looking in,’ the decision 
maker would recognize the costs incident 
to non-price practices.® For example, the 
outlays in advertising may quickly run 
into decreasing returns and additional 
expenditures increase costs faster than 
they increase revenues. More favorable 
credit terms, expensive displays, ex- 
tremely lenient return privileges, etc., 
will also have cost considerations of a like 
nature. While in some cases a courteous 
and pleasant selling force may be had as 
the result of careful selection of person- 
nel, also it is often the result of purchas- 
ing better quality sales people at higher 
wages. Thus, while the point of view of 
the decision maker “looking out” is the 
main concern of what follows, the costs 
associated with types of competitive be- 
havior set limits to their use. 


Non-Prick METHODS OF COMPETING 


Location 

The decision maker in a department 
store sees a Close relationship between 
floor location and department sales.* This 
is true both of the absolute location of 


5The concepts “looking in” and “looking out” 
were explained in my previous article “Price Deter- 
mination at the Department Store Level,” JOURNAL 
OF MARKETING, Vol. XVII, No. 1, July, 1952, p. 37- 

* At the Second Marketing Theory Seminar held at 
the University of Colorado, August, 1952, “location 
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the entire department as well as the loca- 
tion relative to other departments. It 
is also true of the location of specific 
items within the stocks of a single de- 
partment. The shifting of departments 
with relation to absolute location as well 
as location relative to the several other 
departments and also the shifting of lines 
of goods and specific items in lines with- 
in a department is, of course, carried on 
in an attempt to get the most profitable 
arrangement. In this respect it is not un- 
like similar activities carried out in the 
industrial field. Plant layouts and assem- 
bly line procedures are also attempts to 
get the most profitable arrangement of 
resources. However, there is this differ- 
ence: in industry the aim is to reduce 
costs; in retailing the aim is in part to in- 
crease revenue. Also the results of manu- 
facturing are more amenable to objective 
measurement, i.e., time and motion stud- 
ies, material savings, and so on. The re- 
sults in department store operations are 
much more difficult to determine. Peo- 
ple’s buying habits and motives are the 
determining factors and these are not as 
readily measurable. Nevertheless the de- 
partment head is aware that for the hun- 
dreds of items in his stocks there is, in 
a rather loosely defined way, an “opti- 
mum” interrelation of his goods as they 
are placed on the selling floor at any 
given time. 


elasticity” was illustrated graphically by Professor 
Edmund D. McGarry: 


Movement 
toward 
optimum 
location 
Volume of 
Sales 


(Holding all other things equal, including price, 
sales volume will vary as goods are moved relative 
to the optimum location point.) 


However, this “best” layout shifts con- 
stantly with the seasons of the year as 
well as with “special” sales events, na- 
tional holidays, and so on. For example, 
in the sporting goods department the sale 
of baseball items may be increased with- 
out a proportional loss in sales of other 
items by prominent display on a traffic 
aisle in the spring of the year. The loca- 
tion might be shifted shortly after mid- 
summer to a slightly less conspicuous 
spot to make way for the more seasonal 
fall lines of football and hunting. The 
entire line of baseball items may be re- 
moved from the floor or a small display 
of key items moved to the back of the 
department for the remaining interval 
between fall and spring. However, in 
many cases, a more forward location may 
be used during the Christmas season on 
the theory that baseball items are gift 
items. This pattern of location obviously 
will vary greatly depending on the sec- 
tion of the country, the importance of 
the line to the area, and so on. 

Also the exact timing of the changes 
of location is of crucial importance for 
sales, and will be taken up later. The 
important point for non-price competi- 
tion is that before price is determined at 
any specific time the relation of location 
to sales will be considered. For example, 
if the goods are to be reduced in price at 
the close of the season the location of the 
display is selected at the same time. The 
expected increase in sales due to the sea- 
sonal “close-out” price is expected only 
if a favorable selling spot is selected, with 
due regard to the opportunity cost of the 
location. 

The sensitivity of sales to floor location 
is closely related to buying habits of the 
customers. Convenience goods and im- 
pulse items, usually low in price and of 
a standardized nature, must be located 
near the main flows of traffic. Consumers 
generally wish to purchase notions, razor 
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blades, cigarettes, and so on, with a mini- 
mum of inconvenience and effort. Such 
merchandise often responds to location 
more than to price. 

At the other extreme are “big ticket” 
goods of high unit value and whose price 
is usually the subject of “bargaining.” 
Such prices may be called “negotiated 
prices” as the terms of sale generally call 
for trade-in allowances, credit negotia- 
tions, etc. Refrigerators, stoves, vacuum 
cleaners, and the like are in this category. 
Whereas impulse and convenience goods 
must be located on the main floor or 
close to traffic aisles and entrances, these 
“big ticket” items may be on upper floors 
or in the rear of the departments for the 
consumer is willing to take the time and 
effort to look them up. 

Illustrations could be multiplied of the 
relationship of sales to location when 
selling a variety of goods to consumers 
who have varied shopping habits and pat- 
terns, but the above examples indicate 
sufficiently that if sales are falling off the 
department manager may often think 
first of increasing the demand not by a 
drop in price but by a change in location. 


Display 

The main purpose of displays is to 
make the presentation as vivid as possible 
and stimulate the imagination. They are 
also used to suggest other articles of a 
complementary or related nature. The 
need for proper display is too obvious to 
need spelling out. It is important in non- 
price competition for two reasons. First, 
it affords an opportunity for the store to 
differentiate itself in the eyes of the pub- 
lic. This is also true of advertising, prod- 
uct selection and other competitive prac- 
tices, but it is especially true in display 
work. And second, it sets the tone and 
general character of the store. Display in 
this sense has strong emotional appeals 


for which price changes are often rather 
ineffective substitutes. 

With regard to the first point, displays 
are capable of great individuality. They 
can be constantly changed and adjusted. 
Unique, one-time displays can be used 
to differentiate a store from its competi- 
tors and thus in some degree remove it 
from direct competition. A competitor 
may readily match your prices, but not 
so readily your over-all display. Secondly, 
display in this over-all sense represents 
not only the show cases and shelf space 
but also the wall ornaments, the type of 
flooring, the lighting, the general ar- 
rangement of all fixtures, and so on. The 
general impression customers receive 
when patronizing a store is the direct re- 
sult of this total display pattern. To a 
large extent whether a store is considered 
modern, friendly, attractive, exclusive or 
ordinary is determined by the display 
policy. The store character thus created 
has a strong emotional appeal and in 
many competitive cases. emotional ap- 
peals must be met in kind. For example, 
if a competitor in the department store 
field modernizes his lighting, puts soft 
carpets on the floors of some departments 
or introduces new display fixtures, the 
only effective competitive action may 
well be to do likewise. A price reduction, 
unless of a drastic nature, may not be an 
effective answer to a competitor’s emo- 
tional appeal. 


Advertising 


The role of advertising has been 
treated so extensively that it is of little 
advantage to develop it in detail here. 
However, for the department store com- 
petitive advertising is of particular ur- 
gency. With the stocks of merchandise 
constantly changing and with the use of 
leader pricing, much selling effort is cen- 
tered in letting people know just what is 
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offered at what prices. Also, the character 
of the advertising determines in part the 
nature of the store in the eyes of the con- 
sumer. By featuring a high-fashion dress, 
omitting any reference to price or price 
changes, and emphasizing an exclusive 
atmosphere of presentation, the store can 
set a “prestige” appeal. On the other 
hand, by the selection of a popular item 
and the use of “regular” and “sale” 
prices, a “bargain” appeal can be estab- 
lished. In the former case non-price ele- 
ments are used exclusively; in the latter 
case the appeal is to price competition. 


Personal Selling Effort 


The importance of the selling effort 
put forth by the sales people is of particu- 
lar importance in competitive strategy 
because it can be used to increase the 
sales of items not currently affected by 
other types of promotional activities. For 
example, items which have not been ad- 
vertised can be suggested to customers 
who have been attracted to the store by 
some “special” item which has been ad- 
vertised. Likewise, if a price reduction 
has been made on Item A with a result- 
ing increase in its sales a complementary 
good B can be suggested with each sale of 
Item A. Or again, if a “novelty” item is 
used to attract trade or if a special display 
is used to induce more purchases, per- 
sonal selling effort can be used to “‘tie in” 
regular stock items or goods from normal 
displays with the sale of the faster selling 
items. 

Likewise, the use of personal selling 
effort to “up trade” is very common. By 
putting special effort to sell quarts in- 
stead of pints, or two rather than one, or 
a higher price line rather than a low 
price line, the total revenue to the store 
is increased. The direction which this 
selling effort will take will depend on 
many considerations and, in deciding 
which items to single out to be suggested 


or “‘sold” by the selling force, the depart- 
ment head looks at the problem much as 
he would look at a price problem. Not all 
items respond to price reduction, nor do 
all items respond to selling effort. Items 
with “hidden qualities” need to be ex- 
plained or demonstrated; on the other 
hand, items with “face value” tend to 
sell themselves or, more precisely, ex- 
planation, suggestion, etc., have little ef- 
fect in increasing sales. 

Inasmuch as there is a limit to the 
amount of selling effort each sales person 
can perform, and inasmuch as Item B can 
not be given attention if Item A is chosen 
as the product to be “‘pushed,” the opti- 
mum use of personal selling effort is diffi- 
cult to determine. However, the use of 
persuasion, suggestion, cajolery, and so 
on, is considered by the retailer as having 
an effect not unlike a price reduction, or a 
change of location or display. The de- 
mand curve for many items can be 
shifted to the right by applying selling 
effort. In fact, selling effort may be the 
only means of increasing the sales of an 
item with a highly inelastic price demand 
and the total department sales may be 
maximized by dropping prices on goods 
with price elastic demands while at the 
same time applying selling effort to those 
items having inelastic price demand. 
This is often the rationale of a depart- 
ment store “promotion” or “special 
event.” 


Product 


Perhaps the first thing which comes to 
the mind of a retail merchant in seeking 
ways to increase revenue is to make 
changes in the product. That is, to seek 
sales by product competition primarily 
rather than by price competition. This 
may mean (1) changing the quality or 
quantity of the “product” retail service, 
or (2) changing the goods in stock. 

With regard to the first point, in at- 
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tempting to compete on a non-price basis, 
the retailer may alter the quality or quan- 
tity of the retail service itself. Consumers, 
in their endeavor to maximize satisfac- 
tion, in reality purchase a “bundle” of 
utilities and may often associate in their 
minds the retail service with the ac- 
tual goods purchased. Air conditioning, 
credit, delivery, rest rooms, lunch coun- 
ters, and so on, are all parts of the unit of 
retail service and by adding to this “mix” 
sales may be more profitably increased, 
within the limits set by the costs of such 
services, than by lowering the price, i.e., 
markup on the existing service. 

With regard to the second point, if we 
look at the department store field in gen- 
eral we will see why product competition 
in its usual sense of altering and chang- 
ing actual items of merchandise is always 
present. The large-scale department store 
has several hundred sources or manufac- 
turers whose products it sells. Hence the 
store is, in a sense, a funnel through 
which flows the collective product of all 
its suppliers. Thus, whether or not a de- 
partment store makes any changes in the 
quality or quantity of its own product 
(units of retail service), it will, neverthe- 
less, be handling the changes in product 
of all its sources. In short, by the: very 
nature of the case, product variation 
plays an important competitive role. Fur- 
thermore, the clustering of large depart- 
ment stores in the shopping area and the 
resulting oligopolistic nature of the com- 
petition imposes a fear in the mind of 
the retailer that his competitor will be 
first with some new product or novel 
adaption of an old product. He knows 
that one of the most powerful “pulls” for 
any store is the monopoly position which 
comes with exclusive possession of a new 
and popular item which, in the short run 
at least, is not available to competitors. 

Another consideration in product com- 
petition is the effect of variety on the gen- 


eral demand for the services of a store. 
People are attracted by complete lines 
and by full assortments within the lines. 
Sales of all goods may often be increased 
by carrying an inclusive inventory when 
price cuts on a narrow inventory would 
not induce trade. 

Also, when handling a large number of 
goods, it is possible to substitute a com- 
bination of product and price competi- 
tion for direct price competition. For ex- 
ample, if Store A drops price on a stand- 
ard grade of white shirts of a kind also 
handled by Store B, it may not be neces- 
sary for Store B to drop the price also 
even though Store A is a close competi- 
tor. Store B may retaliate not by offering 
shirts at all but rather by featuring nylon 
stockings at a reduced price. This puts 
the consumer in the position of having to 
decide which is the better purchase and 
neither store is embarrassed by the neces- 
sity of suffering a direct price compari- 
son on a homogeneous product. Nor is 
this the limit to such use of product com- 
petition. Store B’s answer to Store A’s 
price cut on white shirts may often be 
merely the “promotion” of a new or 
novel product which is not in the stocks 
of Store A. This new product may carry 
no price reduction whatever, its novelty 
being sufficient attraction in itself. 


Timing 

In discussing the previous factors of 
display, advertising and product competi- 
tion we were in effect dealing with what 
to sell and how to sell it. However, in the 
department store field the matter of when 
to sell is often of vital importance. The 
essence of style is time and in the mer- 
chandising of style goods the volume of 
sales is as much a function of correct tim- 
ing as any other competitive factor. If 
merchandise is offered for sale later than 
a competitor, for example, the lost sales 
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can not be made up by inducing custom- 
ers via price reductions.” 

Not only is timing important in high 
fashion merchandise but it is also im- 
portant in seasonal goods of all varieties. 
The decision maker is aware that while 
the demand for retail service itself is not 
a constant one, fluctuating irregularly 
over the year with an extreme demand at 
Christmas, the demand for particular 
merchandise is extremely seasonal. In 
such items as straw hats, bathing suits, 
canning equipment, and overshoes, the 
demand is concentrated into a few days 
or weeks. The sales of such goods are 
thought of in relation to correct timing 
as much as to price or location or display. 


The Special Event 


All of the foregoing non-price practices 
find their greatest effectiveness in com- 
bination with each other and to a large 
extent department store competition has 
centered around this fact. Some stores 
more than others, but all to some extent, 
use the “special event” or “promotion” 
to increase demand. The demand for the 
services and goods of any particular store 
is felt to be extremely elastic. The deci- 
sion maker is generally aware that the 
aim of his competitive strategy is primar- 


’ Hall and Hitch, in their study of an English man- 
ufacturer of style merchandise, found that “the de- 
mand for its good was a peculiar one, the price it- 
self being regarded as one of the properties of the 
commodity, and sales being often higher at a high 
price than at a low one. Thus it was necessary to dis- 
cover the ‘right’ price, which might not be related to 
the cost at all; cost was the bottom limit of price.” 
R. L. Hall and C. J. Hitch, Price Theory and Busi- 
ness Behavior, “Oxford Economic Papers No. 2” 
(Oxford: Oxford University Press, 1939). In this 
“prestige” or “snob” merchandise, price cuts may 
often indicate either poor quality, inferior style or 
that the style is “going out,” which is a dimension 
of time with respect to the style cycle. 

See also, for a general consideration of the time 
element, R. Cassady, Jr., “The Time Element and 
Demand Analysis,” Theory in Marketing, ed. by 
Reavis Cox and Wroe Alderson (Chicago: Richard D. 
Irwin, Inc., 1950). 


ily to increase his sales at the expense of 
other stores, and only secondarily to en- 
large the total demand for the market by 
drawing from a wider area. The rationale 
of pricing, display, product, location, ad- 
vertising, timing and personal selling ef- 
fort policies is to divert demand to the in- 
dividual store. 

The special event or promotion of a 
large scale department store is the use of 
special products, special displays, special 
prices, and the like, to disturb the normal 
competitive pattern and turn the custom- 
er’s attention, by means of some special 
consideration such as a holiday, a unique 
event or an historical practice, to the at- 
tractiveness of the store itself. Thus stores 
bring in new items of merchandise, re- 
arrange locations, adopt unusual adver- 
tising and display techniques and time 
the event to coincide with Thanksgiving 
or Easter or Christmas, or with the date 
of the founding of the store, or the start 
of the school season, or housecleaning 
time. January White Sales and Pre-In- 
ventory Sales are also of this nature. 
There is some reason to question whether 
these special events actually add to, the 
yearly volume of a store’s business or 
whether what would be sold in any case 
is not merely concentrated in these spe- 
cial periods. However, from the point of 
view of any particular store, it can not 
avoid doing what its competitors do in 
this respect. 

This practice of periodic promotions 
may be what Chamberlin had in mind 
when he stated that “. . . in some kinds 
of business, the long time market may be 
made up in large part of a series of short 
time bargain sales.” The normal or 
usual pattern of competition in the de- 
partment store field is this constant at- 
tempt to increase the volume of business 
in the store by the technique of special 
offerings. By bringing to the attention of 


*E. H. Chamberlin, op. cit., p. 139. 


4 
og ‘ 
ae 
‘ 
‘ 
4 
3 


COMPETITION AT THE DEPARTMENT-STORE LEVEL 365 


the buying public in a more or less spec- 
tacular and dramatic manner the fact 
that special merchandise or special prices 
are available, the store hopes to induce 
people to come and shop. Traffic, the 
flow of people through a store, is the life- 
blood of department store business and 
the main reason for the close attention 
paid to non-price factors. The apparent 
habit of people to buy other goods when 
they are convenient, the latent wants that 
become evident upon seeing thousands of 
items of merchandise, and the inclina- 
tion to purchase suggested complemen- 
tary and related goods tend to make the 
demand for all items in the store shift 
to the right when exposed to increasing 
numbers of potential buyers. Thus, the 
use of special events is the result of the 
knowledge that demand, in a schedule 
sense, is “traffic elastic,” i.e., that more 
will tend to be sold at all prices when 
exposed to more people. 

It is by the persistent and systematic 
development of the various types of non- 
price competition that department stores 
seek to attain a distinctive character, 
thus removing themselves from the bar- 
gain or “‘price”’ stores and segmenting the 


market in their favor. Price competition 
is not absent but is subordinated to non- 
price factors. When customers insist on 
the Lord & Taylor or Marshall Field la- 
bel, and the prestige that goes with it, the 
store itself has become a “commodity.” 


Non-price competition can not go much 
further. : 


SUMMARY 


The foregoing analysis of non-price 
competition has been an attempt (a) to 
indicate that in a multi-product firm, 
such as the large-scale department store, 
demands are so interrelated that reduc- 
tions in price have the effect of shifting 
the over-all demand to the right, selling 
more units at normal prices; (b) to indi- 
cate that in competitive strategy the de- 
cision maker views the sales of his mer- 
chandise as being a function not only of 
price but also of location, display, adver- 
tising, personal selling effort, product, 
timing and the like; and (c) to show that 
the systematic use of all non-price devices 
in combination is the most effective 
means of segmenting the market and de- 
veloping the store itself into a differen- 
tiated commodity. 
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TRADE CHARACTERS IN PROMOTION 
PROGRAMS 


C. A. KIRKPATRICK 
University of North Carolina 


ACK in the early 1930’s a gray cat in 
Vienna decided to take a cat-nap— 
and by so doing became one of our most 
famous trade characters. An artist named 
Gruenwald fortunately saw and sketched 
the cat, and his portrait was sold to an 
American gallery. Then, to quote from 
the November, 1950, issue of Tracks: 


“Mr. L. C. Probert, vice president of the 
Chesapeake and Ohio Railway, had been 
planning an advertisement telling travelers 
that they would sleep like a top in his road’s 
new air-conditioned trains; but, the cat he 
named ‘Chessie’ changed his mind. The 
tabby that had dozed in a cot in Austria was 
put to bed in an American sleeping-car 
berth, and passengers were urged to ‘sleep 
like a kitten.’ ” 


So much for the origin of Chessie. An 
executive of the line writes this about 
her: 


“We used Chessie first in an advertisement 
appearing in the September, 1933, issue of a 
national magazine as a symbol of comfort 
in C&O sleeping cars, emphasizing the point 
in the copy. Chessie’s picture has been on 
C&O calendars since that time. 

“The picture and the name have proved 
so appealing that we have used one or both 
repeatedly in many different kinds of ad- 
vertising, often without further reference to 
Chessie in the copy. For example, Chessie 
has been used to signify Chesapeake and 
Ohio on the sides of box cars, on time tables, 
letterboards of passenger cars, on gifts such 
as matches, packages of golf tees, plastic key 
chain holders, and playing cards. She ap- 
pears on booklets, circulars, the annual re- 
port, and even invitations. 

“Within the last few years several national 
manufacturers have recognized the popu- 
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larity that Chessie has gained, and have seen 
in the character the opportunity for a “sales 
plus” for their products. With our permis- 
sion, Chessie has been used in certain quality 
merchandise, giving further currency to the 
name and picture and giving direct public- 
ity to the Chesapeake and Ohio Railway, 
since in all cases we of course require the 
manufacturer to attach complete identifica- 
tion.”’! 


So many advertisers appear to be add- 
ing to the effectiveness of their promo- 
tion efforts by means of trade characters 
that a consideration of the conditions sur- 
rounding their use seems to be worth 
while. 


Types of Trade Characters 


An advertiser has three main choices 
when he embarks on the search for a 
trade character. First, he can examine the 
entire range of animate beings in the 
hope of finding something appropriate. 
In such an examination he will explore 
the worlds of humans, animals, birds and 
fowls, fish, and insects. A second option 
is to touch some inanimate object with 
the magic wand that bestows personality 
and animation. The advertiser’s product 
is a possibility, as is some trade-mark 
feature which up to now has been both 


* Much of the information contained in this article 
was obtained through correspondence. Not a great 
amount has been published on the subject of trade 
characters; most published material consists of in- 
dividual case histories. Worth-while articles of a 
general nature include: “Cartoon Characters Make 
Good Spokesmen For Management,” Printers’ Ink, 
November 28, 1947, p. 38; “Animated Trade Charac- 
ters,” Printers’ Ink, December 21, 1945, p. 26; and 
“Tie-in Advertising—Western Movie Stars,” Con- 
sumer Reports, January, 1951, p. 43. 
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immobile and mute. Third, the adver- 
tiser can locate some personality that al- 
ready has an established following and 
can buy the services of that particular 
personality as his trade character. The 
owners of Little Lulu, Donald Duck, Li’l 
Abner, and Mickey Mouse have all sold 
the services of these personalities as trade 
characters.” 

As for features and characteristics, the 
trade character may be masculine or fem- 
inine or, indeed, rather sexless. It is a 
personality in its own right, with the 
power to walk, act, and talk. It may be 
a product of whimsey; it may represent 
an attempt at humor. 


PuRPOSES OF TRADE CHARACTERS 


Trade characters join brand names and 
trade-marks as an identification device.® 
Whenever the consumer sees or hears the 
character, an association forms in his or 
her mind that relates the trade character 
to its advertiser or product. If displayed 
by retailers, the trade character identifies 
where the consumer can buy the product 
in question. Should it be an element of 
the package, the trade character identifies 
the actual physical product itself. 

As an example of this first use there is 
the personality created by an advertising 
agency, to add a distinctive individuality 
to a client whose company name was 
“National Starch Products.” Identifica- 
tion is usually low, or at least a problem, 
where “National” is the key word—it is 
so common. The trade character de- 
signed for this company by the agency 
is a nameless, impish moppet with big 

* The activities of Mickey Mouse as a trade charac- 
ter are described in “Mighty Mouse,” Time, October 
25, 1948, p. 96. 

* How a trade character identifies a family of prod- 
ucts is described in “Smorgasbord Girl: New Trade- 
mark Identifies Scott Petersen Products as Specialty 
Meats,” Modern Packaging, February, 1950, p. 118. 

*See, for example, “Cudahy’s Curley—Cartoon 


Character Moves onto Package,” Modern Packaging, 
June, 1948, p. 114. 


round eyes and a triangle for a nose. An 
executive in the agency writes: 

“We created this type of trade character 
so that we would have a spokesman for 
National. One that would have the uni- 
versal appeal of a child and a doll; rather 
than one with distinctive human resem- 
blance that might antagonize readers by be- 
ing the type of person they dislike. Too, by 
having a child/doll character we felt that 
we had a device that would permit us to 
speak naively and broadly about National 
products without ‘talking down’ to the 
reader.” 


A very common use of the trade char- 
acter is to symbolize a product’s virtues. 
An outstanding example is the Tough 
Guy of the Hastings Manufacturing 
Company. In 1937 the company launched 
a new product, the Hastings Steel-Vent 
piston ring. This ring controlled oil be- 
cause it was tough enough to stop oil 
pumping, yet it was gentle on cylinder 
walls. Nothing was more natural for the 
Hastings company than to adopt the slo- 
gan, ““Tough—But Oh So Gentle,” and 
the trade character, the Tough Guy, to 
put across the outstanding features of the 
Hastings piston ring. Now the Tough 
Guy is so well known that he typifies the 
company and its products to thousands 
of repairmen and jobbers; he also ob- 
tains high readership for the company’s 
advertising.® 

Another use of the trade character is to 
personify a consumer-enemy or a con- 
sumer-problem that the seller’s product 
or service will combat. Such a trade char- 
acter is Wicked Willie Weevil, property 
of the U. S. Industrial Chemicals Com- 
pany Division of the National Distillers 
Products Corporation. Wicked Willie 
Weevil promotes Pyrenone Grain Pro- 
tectant and Pyrenone Wheat Protectant, 
insecticides that are used to prevent in- 

*For another example, see “Introducing Frugal 


MacDugal,” Bus Transportation, February, 1950, p. 
68. 


& 


5 
3% 

: 

Bi 

J 

ode” 

| 
4 

a 


368 


THE JOURNAL OF MARKETING 


sect damage to stored grains including 
corn, oats, ryc, rice, barley, wheat, and 
other small grains. A communication 
from the company’s advertising agency 
explains: 


“Wicked Willie Weevil is a caricature of 
an actual weevil. The drill used for Willie’s 
nose is symbolic of the holes eaten in grain 
by weevils. His ‘Carpetbagger’ type of dress, 
complete with gold watch chain, was chosen 
because weevil damage is confined largely 
to the southern states just as the carpet- 
bagger devastation was largely a southern 
problem.” 


The advertiser’s messages can be de- 
livered by his trade character in all major 
media.® It is quite possible for the trade 
character to express certain opinions or 
to make statements that would seem out 
of place if voiced by the advertiser him- 
self. The fact that he has a trade character 
means that the advertiser has more va- 
riety available in telling his story. Ac- 
cording to an official of the Erie Rail- 
road, that organization uses its trade 
character, Smiley, to make more effective 
certain advertising: 


“Smiley is not used in national advertis- 
ing as a symbol of the Erie, but he is used ex- 
tensively in our on-line advertising—that is, 
in our newspaper advertising to 120 towns 
along the Erie right of way. He makes what 
might be a rather self-interested message hu- 
man and warm.” 


Trade characters can be used to attract 
attention. A manufacturer may ask his 
established, well-liked trade character to 
introduce the latest addition to the man- 
ufacturer’s family of products. Or he may 
utilize the personality as a simulated 
“human interest” feature so as to get the 
attention and later the interest of buyers. 


*For an account of how the American Poultry 
Journal uses a trade character in its direct mail ad- 
vertising, see “Case of Pee-Jay, the Talkative Roos- 


ter,” Sales Management, February 15, 1948, p. 74. 


Still another possibility, this in the area 
of sales promotion, is for the manufac- 
turer to dress personal demonstrators and 
samplers in the costume of the trade char- 
acter. 

If the advertiser is selling something 
that is a bit dull or certainly less than 
exciting, then he may ask a trade charac- 


ter to perk up his selling. Services and | 


technical products are clearly in need of 
such help. The answer of the Union 
Wire Rope Corporation to this need was 
the adoption as a trade character of a 
man fashioned of rope and named Tuffy. 
A representative of the company has this 
to say about Tuffy: 


“Tuffy has been especially valuable in ad- 
vertising our products. I believe we can 
safely say that the entire field of rope users 
throughout the United States know by now 
that Tuffy means. high quality Union Wire 
Rope.” 


One of the oddest and most interesting 
uses of a trade character is that made bya 
company that formerly was named the 
Minnesota Valley Canning Company. Its 
legally official name now—the Green 
Giant Company. A letter from a company 
executive reads in part: 


“Up to about eighteen months ago our 
Company was known as the Minnesota Val- 
ley Canning Company. The great bulk of 
the consuming public did not know the 
name of our Company, but they did know 
our Green Giant. Consumers often ad- 
dressed letters simply: 


‘The Green Giant 
Le Sueur, Minn.’ 


“We recognized this growing demand to 
call ourselves ‘Green Giant,’ and because 
our operations were no longer confined to 
the valley of the Minnesota River, we 
changed our corporate name to ‘Green Giant 
Company.’” 


One trade character owes her existence 
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to uncertainty as to how the company’s 
brand name should be pronounced. Sue 
Shard was created to teach consumers 
how to pronounce the product’s name, 
‘Suchard.”” Some buyers said “Such-ard,” 
while others said ‘‘Suck-ard;”” too many 
buyers, of course, were calling for brands 
where there was no embarrassing risk of 
mispronunciation. The company’s first 
step was to print on the candy bar and 
on its carton, “Say Soo Shard.” As it 
worked out, this message was neither 
large nor dramatic, and, as a result, “Soo” 
was replaced by “Sue.” A company offi- 
cial has stated, 


“We started using our ‘Sue Shard’ for ad- 
vertising purposes in the fall of 1946. She 
was a Powers model, and we made quite a 
few pictures of her at that time. We used 
her extensively in our advertising during 
the years 1946, 1947 and 1948. We still use 
her to some extent in our advertising but 
most particularly on our various packing 
supplies.” 


Sometimes the trade character can sup- 
ply the advertiser with an interesting, 
effective advertising theme or continuity. 
When, for example, Elsie, the Borden 
Cow, had a new son, an entire advertising 
effort was devoted to running a contest to 
select a name for him.” 

Novelty items can result from trade 
characters. Kool cigarettes have as their 
trade personalities Willie and Millie the 
penguins. Willie and Millie have been 
made into salt and pepper shakers and 
into costume pins. 

Finally, trade characters can personal- 
ize the manufacturer and his product, en- 
dowing them with warmth and friendly 
concern. Betty Crocker personalizes her 
company; Hot Dan the Mustard Man 
personalizes his product. Incidentally, 
Betty Crocker provides housewives with 


*For more about Elsie, see “Congratulations, El- 
sie,” Newsweek, August 25, 1947, p. 60. 


a contact in the huge General Mills or- 
ganization—someone to whom they can 
write. In somewhat similar fashion, a 
trade character could be the mouthpiece 
for the manufacturer who sends advice 
and suggestions to his wholesalers and 
retailers. Probably no current trade char- 
acter personalizes his company to better 
effect than does Mr. Friendly, a tall, 
slender man with umbrella, briefcase, 
and derby. His company’s need for a dis- 
tinctive personality and for greater iden- 
tification is clearly pointed up by the 
company name, American Mutual Lia- 
bility Insurance Company. Quite a liabil- 
ity! More than a score of insurance com- 
panies include the word ‘‘American” and 
more than a score of other insurance com- 
panies include the word “Mutual” in 
their company names. In these circum- 
stances, Mr. Friendly operates to identify 
and to encourage a warm feeling toward 
his company. Proof of his success is the 
number of persons who telephone the 
company and ask for Mr. Friendly. 


PROBLEMS IN THE USE OF TRADE 
CHARACTERS 


The seller’s first problem is to decide 
whether or not to have a trade character. 
A trade character is not necessarily essen- 
tial to selling success. However, because 
it can possibly be so helpful, the adver- 
tiser who does not have and use a trade 
character may be taking a position which 
handicaps him. 

Once the seller decides to adopt a trade 
character, his first concern is with the 
creating of the proper personality. What 
is desired is a character who will be dis- 
tinctive and appropriate, who will fit the 
manufacturer and his products, and who 
will suit consumers. There have been 
cases where trade characters have been 
ineffective. One company has pointed out 
that its character did not seem to “reach 
through” to the public when used in 
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magazine advertisements. Some televi- 
sion case histories are thought not to have 
been completely happy experiences. If 
the odds look foreboding as regards es- 
tablishing his own new trade character, 
the seller may want to consider buying 
the use of some already existing person- 
ality. 

Once created, the trade character must 
be introduced and then established. This 
step is usually expensive; many dollars 
and much time will have to be spent in 
getting buyers acquainted with the new 
salesman. Association must be built be- 
tween trade character and seller and be- 
tween trade character and product or 
service, and it can only be built slowly. 

The seller will want to guard against 
the possibilities of his trade character’s 
doing harm to his cause. Should consum- 
ers find the character offensive, irritating 
or in poor taste, then harm will have 
been done. In cases where the trade char- 
acter symbolizes a consumer-enemy or a 
consumer-problem, there is the danger 
of consumers’ attributing the negative 
condition to the product. Consumers 
may so twist relationships that they think 
of the product as causing what it actually 
destroys or eliminates. Still another prob- 
lem, closely related to the one just men- 
tioned, confronts the seller if consumers 
use the trade character as a base for jok- 
ing or ridicule. Another potential danger 
is that the trade character will monopo- 
lize attention to such an extent that the 
buyer will give insufficient attention to 
the product’s benefits. 

A final problem involves the length of 
time an advertiser should use a trade 
character. When does the personality’s 
usefulness become exhausted? Should a 
new character replace the one retiring? 
Instead of being retired, should the cur- 
rent character merely be placed on inac- 
tive duty, subject to recall to take an ac- 
tive part in the battles for buyers? 


ATTRIBUTES OF SUCCESSFUL TRADE 
CHARACTERS 


Every advertiser should hunt for a 
trade character which will function in 
such a way as to increase product and 
company identification and sales. If the 
advertiser sells children’s items, he may 
have a particularly good opportunity to 
use a trade character effectively. Compar- 
able opportunity may be present for ad- 
vertisers who use television. 

Considerable care should be exercised 
in the choice of a trade character, as some 
of the foregoing comments suggest.? A 
suitable one is expected to be fairly sim- 
ple yet distinctive. It is to be easily recog- 
nized. It should be of such a nature as 
to be associated quickly in the consum- 
er’s mind with the seller, the seller’s prod- 
uct, or the consumer-enemy the product 
attacks. Its relationships with seller and 
with product must be harmonious; there 
must be no clash, no irrelevance, no in- 
congruity. All these limitations urge the 
advertiser to study and test before choos- 
ing. Careless selection is not justified just 
because the trade character is normally 
shorter-lived than brand names and trade 
marks. Indeed, properly designed person- 
alities can live for very long periods of 
time. 

The impact of a trade character on the 
consumer’s emotions should be clear and 
strong. If a positive reaction is desired, 
then the personality can be made lovable, 
friendly, warm, gracious, and helpful. 
For a negative reaction, the personality 
can be a rascal, a knave, or even a villain; 
there is danger, however, as previously 
noted, in any connotation of horror or 
evil. 

Trade characters should be as timeless 
and dateless as their designers can make 
them. Any contemporary fashion, espe- 

*Some sound thoughts on selection are found in 


“How to Select a Trade Character That Will Do a 
Selling Job,” Printers’ Ink, September 30, 1949, P. 35- 
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cially in clothes or coiffures, is as risky 
as it is for trade-marks. Hence, fashion 
obsolescence should be avoided. If a con- 
temporary real-life person is chosen, he 
or she should be given a new, seller- 
owned name. Then a succession of differ- 
ent persons can “be” the trade character 
over a period of years. Johnny for Philip 
Morris and Ann Pillsbury for Pillsbury 
Mills are examples.® 

No trade character should depend for 
the major portion of its effectiveness 
upon color. It is true that a trade char- 
acter usually has its own color scheme 
which remains fairly constant, especially 
in television, outdoor, transportation, 
and much magazine advertising. But, as 
with trade-marks, black-and-white pro- 
duction cannot be avoided completely, 
and this limitation recommends strongly 
that identification devices be capable of 
doing their jobs without color. 

Although there is not unanimous 
agreement on this point, it seems desir- 
able to name most trade characters. The 
name of the personality can do the same 
general type of job for the seller that his 
brand name can do. For example, the 
trade character for Southern Bread is 
named Freshie. 

Actual, living persons are used as trade 
characters by some advertisers apparently 
with satisfactory results. There is, how- 
ever, a serious risk present—living per- 
sons can fall from grace and into disgrace 
because of a single escapade. 

Versatility is an absolute essential of 
a successful trade character. If the seller 
has a family of products and, in addition, 
continues to add new items, the character 


*A full account of Johnny can be found in “Pre- 
senting Johnny: The Life and Times of Philip Mor- 


tis’ Mighty Midget,” Advertising and Selling, No- 


vember, 1945, Pp. $5. 


must be clever in doing things to, for, 
and with each. If the advertiser uses 
several media, the trade character must be 
effective in each. The personality must 
perform in summer and _ winter—in 
North Carolina, Nevada, New York. The 
roles it is asked to play, the assignments 
it must undertake, even the physical 
movements it is required to make are 
characterized by width of range. 

A final suggestion is that the seller 
strive for as “natural” a trade character 
as Chiquita Banana has been for the 
United Fruit Company since her appear- 
ance in the fall of 1944. A few of the 
achievements of this fabulous creature 
are related by the company’s advertising 
manager: 


“Through the media of radio, magazines, 
movies, and television Chiquita Banana has 
taught millions of persons the two basic facts 
about bananas. These are that bananas 
should be eaten when flecked with brown, 
and that they should be allowed to ripen at 
room temperature. 

“Chiquita Banana has been interpreted to 
the public by such stars as Patti Clayton, 
Elsa Miranda, Carmen Miranda, Monica 
Lewis, Xavier Cugat, and Arthur Fiedler. 

“Write-ups on Chiquita appeared in 
Sponsor, the New Yorker, Printers’ Ink, the 
Christian Science Monitor, the Harvard 
Lampoon, and in Time and Tide. 

“The story of not putting bananas in the 
refrigerator broke into three popular comic 
strips: Webster’s The Timid Soul, Frank 
King’s Gasoline Alley, and Ernie Bushmil- 
ler’s Nancy. 

“All in all, Chiquita Banana has been 
popularized, publicized, burlesqued, edi- 
torialized, cryptogrammed, crossword-puz- 
zled, cartooned, and parodied by the top 


people.” 
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MEASURING EDITORIAL INTEREST 
IN CHILDREN’S COMICS* 


HARRY HENRY 
Market Information Services Limited, London 


‘A 7HEN, at the beginning of the year 
W 1950, Hulton Press decided to pub- 
lish a weekly magazine for schoolboys, 
essentially those between the ages of 8 
and 15, a preliminary examination of the 
existing publications in this field revealed 
that, with only one or two important 
exceptions, they fell into two classes. 
These were the “comic” type, consisting 
mainly of humorous strip cartoons, but 
with a certain number of stories for the 
most part humorous or dealing with 
“adventure”; and the “fiction” type, 
consisting mainly of solid text with 
occasional illustrations. Several examples 
had existed before the war of a third type, 
consisting mainly of school stories, but 
most of these had ceased publication 
during the war years. 


The Traditional British Comic 


The new publication which was envis- 
aged was of the ‘comic’”’ type, so that these 
provided the main interest. The most 
surprising thing about these “comics,” 
however, was that many of them had 
existed for over forty or fifty years 
virtually unchanged. In some cases the 
titles had altered, and the central figure 
of a strip would no longer be Charlie 
Chaplin (as it was thirty years ago) but 
some more current personality, but the 
adventures, the jokes, the humour and 
the style of drawing were exactly the 

* This is a paper read at the 1952 Conference of 
the European Society for Opinion and Market Re- 
search (ESOMAR), held at Elsinore, Denmark. A 
report of the paper was published in the November, 


1952, issue of Impact, a British monthly magazine 
dealing with marketing and advertising. 
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same. Now, as was the case thirty or fifty 
years ago, the hero is visited by his 
wealthy uncle (distinguished as such by a 
large car, a chauffeur, a top hat, a fur 
coat, a large cigar, and a bottle of 
champagne sticking out of his coat 
pocket). By some unfortunate accident, 
the uncle is offended: somebody sits on 
his top-hat, and he announces his inten- 
tion of going away. By some trick or 
other, however, the hero regains his 
favour, and is rewarded with a large meal 
(invariably symbolized by plates with 
chickens on them) and a large sum of 
money. Except that forty years ago the 
money would have been symbolized by a 
large bag with “f’s” written on it, and is 
now a sheaf of notes marked “f5”, 
nothing has changed. 

As far as the stories contained in the 
“comics” are concerned, they too are 
essentially the same, except that the back- 
ground is occasionally brought up to 
date (that is, the aeroplanes now travel 
at 500 miles an hour, instead of 120). A 
good many of the stories also deal, now 
as then, with boys who have magical 
powers, possess tame genii in bottles, 
and so on. 


Breaking Fresh Ground 


This policy of repeating, for decade 
after decade, the same essential formulae, 
has clearly been a highly successful one 
for the two or three publishers concerned. 
But it was the object of Hulton Press, in 
launching the magazine Eagle, to break 
with this tradition. The policy for Eagle, 
as conceived by its Editor, Marcus 
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Morris, and accepted by Hulton Press, 
was to produce a “comic” which, while 
being quite as attractive to boys as any 
of those previously published, should ful- 
fil the following requirements; namely, 
to hold up as examples characters whose 
behaviour was socially desirable in the 
present world; to be well printed, in 
good colour, on good quality paper; and 
to contain a standard of literary style 
and pictorial draughtsmanship which 
should conform with modern educa- 
tional theory, rather than run counter to 
it. 
The problem with which Hulton Press 
was faced was that of knowing whether 


what they were producing was in fact 


attractive to the readers of the magazine. 
When a publisher is, in effect, simply 
reprinting what he has been publishing 
for the last fifty years, he is running no 
risks: when, as in the case of Eagle, it is 
necessary to break new ground, previous 
experience can be no guide. Hulton Press 
decided, therefore, to make extensive use 
of sampling research techniques in order 
to provide them with adequate guidance. 
Even before publication of the first issue 
of the new magazine, Market Informa- 
tion Services Limited were commissioned 
to carry out extensive researches among 
boys between the ages of 8 and 15, to find 
out which of the existing magazines they 
read, what newspapers they read, what 
sort of items they liked best, what they 
listened to on the radio, what were their 
hobbies and interests, and so on. In this 
connection it may be stated (from the 
research organization’s point of view) 
that children make ideal informants, 
being invariably willing to co-operate 
and (when dealing with an investigator 
who is a stranger to them) almost com- 
pletely uninhibited. 

The information thus collected was 
used by Hulton Press in the original plan- 
ning stages. But any conclusions reached 


had to be reached by inference and de- 
duction: since there was nothing at the 
time in existence comparable to Eagle, 
questions directly related to it would 
have had to be in abstract terms. And as 
we were convinced then (and have since 
satisfied ourselves and Hulton Press by 
experiment), abstract questions in this 
field do not produce meaningful answers. 
The first issues of the magazine, there- 
fore, could make only a limited use of 
research findings. 


Formulation of the Research Problem 


Once the magazine had been running 
for some few weeks, however, the situa- 
tion was different. Hulton Press then ap- 
proached us again, and asked us how we 
would propose to answer the following 
general questions: (1) Which of the par- 
ticular features in any issue of the maga- 
zine are the most popular, and which the 
least popular? (2) How does this popu- 
larity vary from week to week: in which 
features is the trend upwards, and in 
which downwards? (3) Are those features 
which are unpopular, unpopular among 
all readers, or have they some interest for 
special groups? Which are those groups? 
(4) What are the factors which make a 
particular feature unpopular? What can 
be done to improve the rating of an un- 
popular feature? 

We suggested that the answers to ques- 
tions of this sort could be obtained by 
carrying out a continuing weekly study 
of “reader interest” in the individual 
items of the magazine; the form which 
this study finally took is the primary sub- 
ject of this paper. 


Methods of Sample Selection 

The first problem to be met in arrang- 
ing for such a continuing study was that 
of finding the sample. We did not at that 
time know what was the composition of 
the Eagle readership, by age or geographic 


fi, { a 
i 
4 
j 
. 
( 
q 
| 
‘4 
| 
| 
4 
] 
| 
: 
. 
? 
4 
2 
‘ 
rm 


374 


THE JOURNAL OF MARKETING 


distribution, on which to base quota 
samples, though it would not have been 
unduly difficult to carry out a prelimi- 
nary survey to find out. Probability sam- 
ples we have always regarded as undesir- 
able in this connection, since they would 
necessarily entail the intervention of a 
parent into the rather delicate child-in- 
vestigator relationship. 

The principal difficulty, however, was 
not the technical problem of drawing a 
sample, but the time and cost factor in- 
volved. We estimated that a weekly sam- 
ple of about 500 children would be neces- 
sary, and that the “interviewing” should 
take place in the three or four days after 
publication of each issue, partly for rea- 
sons connected with the questionnaire it- 
self, and partly in order to be able to 
produce results quickly. The cost of such 
an operation, carried out by normal field- 
work methods, would have been unduly 
high. 

We therefore devised an alternative 
method. Part of the original policy of the 
magazine had been to form a “club,” 
called the Eagle Club, which readers of 
the comic were invited to join on pay- 
ment of a small subscription. The club 
provided a badge (in the form of a golden 
eagle), a membership subscription and a 
book of rules (the rules following the 
same general lines as the Scout Law): 
various minor privileges, of a sort likely 
to appeal to children, were also provided 
for club members. Membership of this 
club rapidly became very popular, and 
within a few months had reached the 
figure of nearly 100,000. 

We consequently suggested the use of 
the club as a sampling frame. Each week 
a sample of 700 names was drawn from 
the list (at first by random selection; sub- 
sequently stratified by age), and used for 
the week’s inquiry; as we had estimated 
by pilot inquiry first, an average of 71 
per cent of the children to whom ques- 


tionnaires were sent by post returned 
them completed, thus giving us the re- 
quired final sample of 500 question- 
naires. At this stage we had to make the 
assumption that the responses we should 
receive from a sample of club members 
would be typical of those likely to be re- 
ceived from all readers of Eagle. This had 
to be taken on trust at first, though (as 
will be seen below) it was subsequently 
checked, and fully confirmed. 


The Mechanics of the Inquiry 


To each of the 700 children consti- 
tuting the week’s sample there were dis- 
patched: a questionnaire; a letter, signed 
by the Editor, asking for the child’s co- 
operation; and a reply-paid envelope. 

The questionnaires, which were posted 
off to the children on Friday of each week 
(to reach them on Saturday) dealt with 
the issue published on that day and bear- 
ing that date. They consisted of two 
parts: (a) a list of all the separate items 
(editorial and advertisements) which ap- 
peared in that issue, so laid out that the 
child would record his or her reactions to 
each item as “Liked very much,” “Quite 
liked,” “Didn’t like much,” or “Not in- 
terested at all”; (b) one or two further 
questions, different each week, designed 
to elicit additional information either as 
regards editorial matters, attitudes and 
opinions on general subjects or habits 
and behaviour patterns of interest to the 
editorial direction of the magazine. 

The information from the returned 
questionnaires was transferred to 
punched-cards, together with details of 
the child’s age, etc., and the detailed re- 
sults then tabulated. 


The Handling of Advertisements 
Something must be said here about the 

treatment of advertisements. When the 

original plans for the magazine were dis- 
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cussed, it became clear that, to produce 
a “comic” of the desired high standard 
and yet selling at a price which children 
could easily afford, it would be necessary 
to acquire a considerable revenue from 
advertisements. Many of the children’s 
magazines previously on the market did 
not carry any advertising, but Eagle was 
scheduled to have rather more advertis- 
ing space than any. 

It is not the pzovince of this paper to 
deal with the general question of the 
value of advertising to children. This is 
an interesting subject and one worthy of 
further study, but not relevant at the mo- 
ment. What is important here is the de- 
cision of Hulton Press that the advertise- 
ments should be an integral part of the 
magazine itself, and that, within reason- 
able limits, the same standard of style, 
draughtsmanship and the rest should ap- 
ply to advertisements as to editorial fea- 
tures. 

This meant that, from the point of 
view of the continuing inquiry, advertise- 
ments must be regarded as having equal 
Status with editorial features. We had 
experimented in pilot surveys with differ- 
ent ways of handling this problem, and 
found that considerable variations in the 
interest recorded in advertisements could 
be caused by different orders of question- 
naire; according to the wording used, the 
recorded interest in general was either 
lower (when the fact was stressed that ad- 
vertisements took the place of ordinary 
features) or higher (when they were 
judged purely on their merits as adver- 
tisements) than when they were listed 
without comment in the order in which 
they appeared among the editorial fea- 
tures. It was consequently decided that, 
since the advertisements were to be an in- 
tegral part of the publication, they should 
be treated in the questionnaire in exactly 
the same way as the editorial items. 


Basic Methods of Calculation and Tabu- 
lation 

The form of tabulation used for the 
special questions depended upon the na- 
ture of the particular question. But for 
the standard question a standard presen- 
tation was adopted. Against each item 
was shown the percentage of informants 
giving each of the four answers, and a 
summarized figure which was named the 
“Index of Popularity.” 

The Index of Popularity was designed 
because, for the purposes of making com- 
parisons between one item and another, 
or one week and another, or one group 
of children and another, it would have 
been inconvenient to have to use four 
answer-percentages at once. The basis of 
the Index is necessarily arbitrary, but 
since its only use is for purposes of com- 
parison, this is of little importance. 

It is calculated by taking the percent- 
age of children saying “Like very much” 
and adding to it half the percentage who 
said “Quite liked.” From this figure is 
subtracted the total of those who said 
“Not interested at all” and half the per- 
centage saying “Didn’t like much.” 

It follows from this that a feature of 
which all children said “Liked very 
much” would have an Index of +100, 
whereas a feature of which they all said 
“Not interested at all” would have an 
Index of —100. One about which 25, per 
cent gave each of the four answers would 
produce an Index of zero. In general, of 
course, negative Indices are relatively 
rare, and the average Index is about +-50. 


Additional Calculation Methods 


Other forms of calculation were used 
as the occasion arose. For example, it was 
required to make some assessment of the 
relative popularity of certain of the 
“heroes” appearing in different strips in 
Eagle. Children were asked to give their 
order of preference, for inclusion in a 
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new serial strip cartoon, of six characters. 

In making a measurement of this sort, 
it is not sufficient to take into account 
merely the first preferences: allowance 
must be made for the other preferences. 
The “average position down the scale of 
six’ is therefore calculated; this would 
be 1.0 for a character who obtained all 
the first preferences, 6.0 for a character 
who obtained nothing but sixth prefer- 
ences, and 3.5 for a character whose pref- 
erences were divided equally between all 
Six positions. 


TABLE 1.—PREFERENCES BETWEEN 
S1x “HEROES” 


Percentage Average 
gained of position down 
CHARACTER all first the scale 
preferences of six 
Per cent 
A 63 1.7 
B 7 3.0 
Cc 9 3-4 
D 10 4.0 
E 5 4:3 
F 6 4.6 


Ancillary Questions 


The information collected in the sub- 
sidiary questions sometimes referred to 
subjects quite apart from reader interest. 
It was known, for example, that when 
readers of Eagle were requested to write 
in for something (either for editorial 
purposes, or for an advertiser) a higher 
response was always obtained when a 
coupon was printed for the children to 
cut out than when they had to write out 
an application on their own. This in it- 
self was an argument in favour of using 
coupons, and permitting advertisers to 
do so: the question arose as to whether 
children on the whole resented mutilat- 
ing the copies which many of them liked 
to keep. A series of questions was there- 
fore asked, in several successive weeks, to 
ascertain what were the factors affecting 
this situation, and what opinions read- 


ers expressed on the subject. The reason 
for asking the question on several differ- 
ent occasions arose from the necessity for 
ascertaining, by the appropriate use of 
filter questions, what was the strength 
and validity of the expressed opinions. 

Many other questions of a similar na- 
ture, for the benefit both of the maga- 
zine’s editorial direction and of its ad- 
vertisers, were asked from time to time; 
these need not, however, be particular- 
ized here. 


Variations in the Results 


In dealing with the standard weekly 
result, it was found that because of the 
way in which the Index of Popularity 
was calculated, and the variables which 
were liable to affect any one figure—both 
the time-factor and the quality-factor 
playing a part, as well as a possible serial 
correlation—it was difficult to apply nor- 
mal statistical tests to the results. 

Such tests as were made, however, in- 
dicated that the distribution of the fig- 
ures appeared to be entirely normal, and 
that the variations from week to week 
and from item to item were what might 
reasonably have been expected from the 
interplay of the relevant factors. There 
were, of course, certain long-term changes 
in the popularity of different features, 
but over short periods the standard de- 
viation found in most of the continuous 
features was of the order of 3 per cent. 
On the other hand, the week-by-week 
variation in the scores obtained by adver- 
tisements, with one exception, was very 
much greater. It was thought possible 
that in any one week, a high rating for 
one feature might be associated with high 
ratings for others—in other words, that 
children during one week might be tak- 
ing a rosier view of Eagle as a whole 
than during other weeks. Examination of 
the results, however, indicated no ev- 
idence that this was happening; the 
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indices of popularity for individual fea- 
tures moved up and down quite inde- 
pendently of each other, and even where 
movements were in the same direction 
they could not be attributed to anything 
other than chance. 

On the other hand, there was some 
evidence for supposing that the score 
which any particular feature obtained in 
one week did in some way affect its score 
during the following week—in other 
words, that the attitude a child takes in 
considering any one issue is to some ex- 
tent coloured by his remembrance of 
what happened in the previous week. 
The statistical analysis necessary to prove 
this beyond all question is extremely 
complex, and not entirely conclusive, but 
certainly points in this direction. 

We may now consider the question of 
how far the responding sample is typical 
of the total readership of the magazine. 
As has already been seen, this had in the 
first place to be assumed to be true, but it 
was subsequently possible to check this. 
Out of the total of 700 questionnaires 
sent out each week, approximately 500 
are returned completed. This response, 
of 71 per cent, is extremely high. A cer- 
tain proportion of the 29 per cent who 
do not respond is accounted for by the 
questionnaire failing to reach its ad- 
dressee (because of changes of address, 
imperfect recording of address, and so 
on): this is estimated at about 7 per cent. 


The Typicality of the Sample 

The remaining 22 per cent just do not 
reply. Even if this group were very differ- 
ent in its reactions from the main group 
who do actually reply, it is unlikely that 
their answers would materially affect the 
broad general pictures which it is the 
object of these surveys to draw, since 22 
per cent is relatively small when com- 
pared with the 71 per cent of co-oper- 


ators. In technical terms, the results 
would not be particularly “sensitive” to 
the reactions of the non-co-operating 
group. 

In any case, there is no evidence to 
justify the supposition that non-partici- 
pants are a special group, with different 
reactions, in any way which might affect 
the results. A certain number will prob- 
ably be children who, though having 
joined the Eagle Club, do not now read 
the magazine, and so cannot answer ques- 
tions on it: such children, since they are 
no longer readers, should in any case not 
be included in any measure of reader- 
interest. A further possibility is that chil- 
dren who like Eagle very much might 
tend to respond rather more than chil- 
dren who do not like it so much. If this 
were so, it might be expected that a 


“bad” issue (i.e. one in which the average. 


Index of Popularity was low) would be 
associated with a poor response. Com- 
parison of number of replies received 
against average Index of Popularity for 
each issue gives a correlation co-efficient 
of only .62, which indicates that, al- 
though such an association may exist, it 
is not likely to be of major importance. 


“Guillotining” the Responses 


The full number of (average) 500 com- 
pleted questionnaires are not, however, 
taken into the tabulations for the weekly 
reports. In order to produce the weekly 
reports at a stated time a guillotine has 
to be applied after the Friday following 
publication; an average of about 420 
completed questionnaires have been re- 
ceived by this time, comprising 60 per 
cent of the total sent out. A special analy- 
sis has been made of certain typical items 
for the 11 per cent thus excluded, and 
comparison of these results with those for 
the main group is shown in Table g, from 
which it may be seen that no material 
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difference is occasioned by the exclusion 
of this late-arriving group from the cal- 
culations. 


TABLE 2.—AVERAGE INDICES OF POPULARITY, 

FOR ALL QUESTIONNAIRES RECEIVED AND FOR 

THE ‘‘GUILLOTINED” SAMPLES USED FOR THE 
WEEKLY REPORTS 


FULL “GUILLOTINED” 
ITEM SAMPLE SAMPLE 
A g1.2 gl.1 
B 75.0 75.0 
C 73-2 73-5 
D 63.0 63.1 
E 61.5 61.6 
F 58.3 58.3 
G 37-7 37-2 
H 14.5 13.3 
Checks on the Sample 


The distribution by sex and age of the 
readers of Eagle became known from a 
full-scale readership survey carried out 
in August, 1950, and subsequently pub- 
lished. As the following table shows, the 
distribution by sex and age of the weekly 
Club sample (which reflects the compo- 
sition of the Club) differed very materi- 
ally from this, more particularly as re- 
gards the sex-distribution; 29 per cent of 
the readers of Eagle were girls, but only 
10 per cent of Club members (and hence 
of the weekly sample). 


TABLE 3.—SEX AND AGE COMPOSITION OF 
Eagle READERSHIP AND OF WEEKLY CLUB 


SAMPLE 
PERCENTAGE OF 
Eagle Weekly Club 
Readership Sample 
Boys, aged: 

8—10 30 35 
11—13 28 45 
14—15 18 «71 10 

GIRLs, aged: 

8—10 , 2 
11—13 12 6 
14— 15 5 10 

TOTAL 100 100 


TABLE 4.—AVERAGE INDICES OF POPULARITY, 
FROM NORMAL WEEKLY SAMPLE AND RE- 
WEIGHTED TO “READERSHIP” SAMPLE 


Normal _Reweighted 
ITEM Figures Figures 
A gl.1 89.5 
B go.1 gl.1 
C 87.8 88.8 
D 75.0 75.6 
E 73-5 75-7 
F 70.5 68.0 
G 68.1 66.6 
H 68.0 57-8 
I 63.1 64.4 
J 61.6 61.9 
K 60.0 62.7 
L 57-5 54:8 
M 56.5 58.3 
N 52.0 53-0 
O 47-4 42.5 
P 46.4 39-7 
Q 38.9 39-1 
R 37-2 32.2 
S 19.3 13.3 
T 19.2 11.6 
ADVERTISEMENTS 
U 35-9 37-5 
Vv 30.1 35.8 
WwW 27.4 26.3 
x 15-4 19.6 
Y 14.6 16.5 
Z 2.3 0.6 


The extent to which this disparity in 
sample composition affected the final re- 
sults can be measured by taking the re- 
sults from the weekly checks in their 
separate age-sex groups and reweighting 
them. This calculation is shown in Table 
4 above, from which it can be seen that, 
in most cases, this makes very little differ- 
ence to the results. Even where the differ- 
ence is material, it does not affect the or- 
der of size of the Index of Popularity to 
a sufficient extent to have any effect upon 
policy decisions. 

In any case, it was the policy of Hulton 
Press to have the magazine edited pri- 
marily for boys. A sister publication for 


Cc 


4 g 
S 
cl 
$1 
cl 
tl 
u 
fc 
aka 
ce 
u 
5} 
ti 
u 
A 


EDITORIAL INTEREST IN CHILDREN’S COMICS 379 


girls commenced publication in Novem- 
ber, 1951. 

During the course of the Readership 
Survey already referred to, the names and 
addresses were ascertained of about 850 
children who said they had read Eagle 
during the previous week or two. 

Primarily as a form of field supervi- 
sion, a questionnaire was sent to these 
children and 504 responded: the ques- 
tionnaire used was very similar to that 
used for the weekly inquiry, and there- 
fore some sort of comparison is possible. 

Too much must not be expected of this 
comparison, because the form of question 
used in the weekly check relates to the 
current issue, whereas that used for this 
special inquiry related to general atti- 
tudes towards certain more or less contin- 
uous features. 


TABLE 5 
Average RESULTS FROM 
of SrEcIAL CHECK 
Results Respondents 
ITEM from who were All 
Club Club Respondents 
Panel members 
A 83.6 83.5 
B 87.8 89.7 87.9 
C 75-0 57-4 66.2 
D 73-5 70.2 82.0 
E 61.6 46.6 39-5 
F 60.0 56.6 47-1 
G 56.5 56.6 52.4 
H 53-6 33-0 37:8 
AVERAGE 69.9 61.7 62.0 


Co-EFFICIENTS OF CORRELATION: 
Between Club Panel and Special 


Check Club Members .......... 87 
Between Club Panel and Special 
Check, All Respondents ........ 87 


Between Special Check All Re- 
spondents and Special Check Club 


None the less, the differences are, on 
the whole, much less than might have 
been expected. Table 5 shows this com- 


parison, and also separate figures for 
those children found in the special check 
who were Club members (though there 
were only 50 of these). 

The co-efficients of correlation worked 
out between the three groups all proved 
to be the same. This fact, combined with 
the further fact that the average for the 
special check is much the same both for 
Club members and non-members, and 
that both are rather lower than the fig- 
ures for the normal weekly inquiry, tends 
to suggest that what differences there are 
are rather due to the differences in ques- 
tion-wording and time-factor than to any 
significant difference between one group 
of respondents and another. 

A further comparison is given by the 
question which was asked, both in the 
special check and of the Club panel, on 
preferences between six “‘heroes.”” A com- 
parison of the two sets of results is shown 
in Table 6 below, and it is clear that 
the differences are no greater than might 
be expected in view of the different tim- 
ing of the two inquiries, and that in prac- 
tice these differences are negligible, par- 
ticularly since the samples were only 500 
each. 


TABLE 6.—PREFERENCES BETWEEN 
Six “HEROES” 


Percentage Average 
gained of position 
all first down the scale 
CHARACTER preferences of six 


Standard Special Standard Special 
check check check check 


% 


A 63 62 1.7 1.7 
B 7 10 3.0 2.9 
C 9 19 3-4 2.9 
D 10 5 4-0 4-4 
E 5 2 4-3 4-3 
F 6 2 4.6 4.8 


Reader Interest and Coupon Response 


There is one further point of interest 
here. One of the advertisements, which 
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appeared at approximately monthly in- 
tervals, consisted of the adventures of two 
children, shown in a four-frame strip, 
and contained a competition for which 
children could enter, and for which cash 
prizes were offered. Comparison of the 
number of entries received for each sep- 
arate competition with the Index of Pop- 
ularity for the item during the week in 
question revealed an obvious association, 
complicated by the facts: (a) that the In- 
dex of Popularity showed a long-term 
trend downwards (presumably because 
artist and script-writer find it very diffi- 
cult to sustain interest in an item which 
appears only once in four issues); (b) that 
the number of entries showed a long- 
term trend upwards (presumably be- 
cause it took some time for children to 
bully their parents into buying the prod- 
uct, in order to obtain the box-top neces- 
sary for entry). When the figures were 
corrected for these two trends, a co-effi- 
cient of correlation was found of .65: 
when it is remembered that the number 
of entries was a very small proportion of 
the total number of readers, this associa- 
tion can be seen to be remarkably high. 

In general, therefore, we were satisfied 
that the weekly postal sample of Eagle 
Club members was producing results 
which were typical, for all practical pur- 
poses, of the readers of Eagle as a whole. 
In consequence, the Continuing Study 
has been carried on up to the present day, 


and when a sister publication for school- 
girls, Girl, commenced publication in 
November, 1951, the same system was 
once again applied. 


Applications 


Both Hulton Press, as the sponsors of 
the study and Market Information Serv- 
ices Limited, as the research organization 
which devised and carried them out, feel 
some reason to be proud of what is essen- 
tially a new departure in the practice of 
British journalism. The limitations of 
the method which has been outlined in 
this paper are fully realized, but even 
when these are stated it remains true that 
the measurement of reader-interest by 
the methods adopted for this series of in- 
quiries provides solid factual informa- 
tion of a kind which has not previously 
been available to the editorial staff of 
any newspaper or magazine in Great Bri- 
tain. 

Considerable attention is paid to the 
information arising from the continuing 
study in planning editorial policy for the 
two publications, with highly successful 
results. Although no very recent studies 
of children’s reading habits have been 
made, it is estimated that currently Eagle 
is read each week by about 60 per cent 
of the boys in Great Britain between the 
ages of 8 and 15, and that Girl is read by 
about 50 per cent of girls in the same 
categories. 
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MARKETING RESEARCH—MILESTONE 
OR MILLSTONE?* 


JOHN E. JEUCK 
University of Chicago 


ARKETING research is not a very old 
M activity, at least in terms of current 
methods and current emphasis. Despite 
its recent development, marketing re- 
search appears to be gaining increasing 
respect, at least among its practitioners, 
and probably among executives gener- 
ally. This paper will suggest that, espe- 
cially among its high priests, marketing 
research is perhaps gaining too much re- 
spect. 

The essential function of the market- 
ing research operation is that of com- 
munication—the transmission of relevant 
information—from one side of the market 
to the other. In the nature of the case, in 
the United States where sellers take the 
initiative, research is concerned very 
largely with the provision of information 
about buyers or potential buyers. 

The market itself is—or may profitably 
be looked upon—as a nourishing host to 
its parasites, that is, the supplying firms 
who feed on the market. With respect to 
any one seller the breadth and depth of 
the market host are given, and can hardly 
be materially influenced by the seller’s ac- 
tion (although they can and are greatly 
influenced by the combined results of all 
sellers’ actions). In this situation where 
the seller looks to the market for nourish- 
ment, it is clear that the manufacturer or 
distributor with something to sell must, 
if he is to operate profitably, recognize 
the contours of the market, and then 
make appropriate adaptations to the given 
conditions of the market. If a seller is 


* From an address at a meeting of the American 
Marketing Association, December, 1952, at Chicago. 


courageous—and well enough financed— 
to attempt to make significant changes in 
the market itself, it seems even more im- 
portant that he have a clear and accurate 
view of the present market profile as well 
as the direction in which he wants to 
move. 

In the very useful never-never !and 
commonly postulated in the abstract con- 
structions of economic theory—and com- 
monly attacked by marketeers who too 
often misunderstand the nature and the 
purposes of the assumptions—there would 
be little if any need for a marketing re- 
search function. The relevant data about 
the market would be known by all par- 
ticipants. In the dynamic and necessarily 
imperfect economic world in which we 
live there is, of course, an information 
function that must be performed. Mar- 
keting research is one means of perform- 
ing this function, and an important 
means. At its best, marketing research 
has at least a twofold significance. 


Two-Fold Significance of Marketing Re- 
search 

It has implications for economic or- 
ganization in general. That is to say, the 
imaginative and effective analysis of the 
market may result in more correctly spec- 
ifying the nature of market demand, and 
thereby provide at least the groundwork 
for a better allocation of the always lim- 
ited resources that fundamentally define 
the economic problem. 

But however important effective mar- 
keting research may be for economic or- 
ganization in general, management is pri- 
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marily concerned with another aspect. 
For management, research should be a 
means for improving their exploitation 
of the market. This suggests that the 
narrower role of marketing research 
should be that of developing and testing 
hypotheses that are relevant to a com- 
pany’s development of its market—the 
basic information necessary to conform 
to the demands of the market for the pur- 
pose of making profits. 

Given such an interpretation of the 
significant role of marketing research, it 
seems surprising that one encounters so 
often the self-conscious expressions of 
professional researchers to the effect that 
companies are niggardly in the way in 
which they allocate funds for marketing 
research budgets, and that management 
is reluctant to rely on research results. 
These chronic complaints are almost al- 
ways accompanied by exhortations to the 
anointed in the research profession to 
“sell” management on research. 

The “sell the research approach 
school” often behaves as though market- 
ing research is some sort of “gimmick” 
which is alien to basic market strategy. 
What is needed, of course, is an apprecia- 
tion by the line organization of compa- 
nies—especially the working marketing 
organization—that marketing research is 
fundamental to a proper performance of 
their duties. The salesmanship issue is 
one that should arise at the initiation of 
the project rather than upon its comple- 
tion. Such a policy would do much to de- 
velop an appreciation of market research 
possibilities among line executives. It is 
not enough—indeed it may be a positive 
danger—to have marketing research pro- 
tected by a limited cult of staff personnel. 


Marketing Research Overrated 


Marketing research, then, unquestion- 
ably does have an important basic role, 


not only for management, but also for 
more general and more satisfactory solu- 
tions to the economic problem. 

Its role for marketing management, 
however, is vastly overrated by the profes- 
sion. It tends to be advertised as a pan- 
acea for marketing aches and pains. It is 
as though information were enough, 
when it is obvious to everyone that in- 
formation is clearly not enough. Despite 
the widely advertised claims for market- 
ing research, it does not share another 
characteristic of traditional patent med- 
icine copy—it carefuly avoids the “money- 
back guarantee.” 

Consider briefly what some of the 
sources of over-emphasis—or undue op- 
timism—may be in this area. First is the 
delusion that marketing is or can be a 
“science.” A corollary of this view is the 
prevalent confusion of all marketing re- 
search methods with the scientific 
method. 

Asecond source of the too broad claims 
made for marketing research arises out of 
the honorific character of science in a sci- 
entific age. This is not the place to ex- 
patiate on the extent to which our age 
is an age of scientific achievement. The 
academic hierarchy and the distribution 
of university budgets is evidence enough 
of the high status enjoyed by the natural 
sciences in our society. In such a circum- 
stance it is not surprising that we all like 
to lay claim to being scientific in our at- 
titudes and in our behavior. 

Another very important source of our 
confusion, lies in the group sense of in- 
feriority that seems to characterize the 
“marketing profession.” This is in its 
fullest flower among academic purveyors 
of marketing subject matter. It is based 
undoubtedly on many things—partly on 
the relative new-comer status of the field, 
and the coolness toward it of academi- 
cians in more traditional subjects—espe- 
cially many economists. 
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Indeed much of the source of the mar- 
keteer’s insecurity probably lies in a prev- 
alent attitude among economists toward 
selling costs and their pride in the com- 
parative wealth of generalization in the 
parent discipline of economics—the dis- 
cipline of which marketing as a subject 
matter is an offshoot. It is, of course, a 
humbling thought to contemplate the 
appalling mass of “facts” in marketing 
and the depressing dearth of generaliza- 
tion—or even hypothesis—in our own 
field. We have too long relied upon the 
not wholly satisfactory rationalization 
that we are a new discipline, and that we 
must first find out what the facts are in the 
marketing of products. It should be ob- 
vious to anyone that the selection of the 
facts themselves depends upon hypothe- 
sis. 

Again with respect to the general sense 
of inferiority there may be something in 
the notion suggested by a New Yorker 
cartoon which pictures a psychiatrist talk- 
ing to his patient. The caption reads, 
“But dammit all, Throckmorton, you are 
inferior!” 

Whatever the ultimate source of the 
self-conscious and defensive attitudes that 
afflict so many of us, the dubious result 
too often appears as a compulsion to try 
to solve all marketing problems by ap- 
pealing to quantitative methods and to 
sell ‘‘research” as the key to marketing 
success. With respect to the bases of this 
over-emphasis and undue optimism about 
the possibilities of marketing research, 
marketing is not and cannot be a science 
except in a sense that distorts the gener- 
ally accepted meaning of science and the 
scientific method. In this connection Pro- 
fessor Hutchinson stated in the Journal 
of Marketing not long ago, ““The forbears 
of modern marketing men were great 
merchants, not great scientists. It is the 
drollest travesty to relate the scientist’s 


search for knowledge to the market re- 
search man’s seeking after customers.’ 


Several Disciplines Important 

The nearly ubiquitous sense of inferi- 
ority among marketeers—especially the 
academic variety—produces a defensive- 
ness which results in too narrow a con- 
cept of the disciplines essential to under- 
standing the marketing processes. Mar- 
keting is vastly more than economics. 
The generalizations of economics are usu- 
ally gained by abstracting from the com- 
plications of the actual processes. This is 
not to say that these abstractions are not 
useful. They are. And we do ourselves an 
injustice by too frequently claiming too 
many exceptions to economic generaliza- 
tions. But the market process cannot be 
understood by preoccupation solely with 
economics, however useful it may be. 

Marketing’s field of subject matter is 
not and probably cannot be a basic disci- 
pline. It does have a legitimate place and 
a claim to serious study because it is a 
convenient and useful way to examine a 
set of problems which exist by virtue of 
a firm’s relationship to its host—its prod- 
uct markets. But an understanding of the 
marketing process and the solution of 
marketing problems—as of other manage- 
ment problems—ultimately depends more 
than anything else upon the skill or the 
artistry of management, which is subject 
to helpful but limited translation into 
principles and techniques. 

The marketing manager is a practi- 
tioner who must integrate the methods 
and principles of a variety of funda- 
mental disciplines, whether he is trained 
in them or not. These disciplines include 
economics, psychology, anthropology, ac- 
counting, and statistics, to mention only 
a few. Effective marketing research must 


* Kenneth D. Hutchinson, “Marketing as a Science: 
An Appraisal,” THE JOURNAL OF MARKETING, Vol. XVI, 


No. 3, Part 1, January, 1952, p. 2go. 
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—but seldom does—depend upon a high 
degree of competence in those basic areas 
together with an appreciation of the na- 
ture of market organization and a real 
understanding of the market problem of 
the particular firm and the particular re- 
lationship to its particular market host. 

Research is too often ritualistic in na- 
ture, too often a compound of cookbook 
statistics and unimaginative, ill-super- 
vised interviewing. The tabulated results 
may and often are as definite as they are 
irrelevant. 

But it may be said that this is a com- 
mentary on poor research method. There 
is no question that there is much good 
research being done outside of academic 
halls as well as inside. Indeed, the re- 
search of some of the outside agencies is 
often superior to what is produced by the 
more leisurely pace and protection of the 
academic operators. 


Limited Role of Marketing Research 


What is there to be said for well con- 
ceived and competently conducted mar- 
keting research as an aid to the solution 
of real marketing problems? 

It would be absurd to say that manage- 
ment would be better off without com- 
petently conducted marketing research. 
But under the best circumstances the 
constructive role of research, as it is or- 
dinarily conceived at least, is a limited 
one. Its contribution is, in a sense, a nega- 
tive one. It seems likely that research can 
do very little in a positive or creative way 
to lead to those new possibilities that are 
the essence of creative market develop- 
ment and exploitation. That is simply to 
say that marketing success depends more 
upon the imaginative and aggressive per- 
sonality who may in the process of devel- 
opment make many errors, than it does 
upon the careful collation of facts, and 
the cautious investigation of alternatives, 


that are the hallmark of research oper- 
ations. 

In that connection, how unlikely it 
would have been for Sears Roebuck ever 
to have gotten a really strong start if it 
had had a clear view of what is usually 
uncovered in the run-of-the-mine survey. 
How many other companies would have 
never been started if they had relied 
upon the typical consumer survey to 
guide them in their selection of products 
and policies. Management frequently 
adopts policies counter to the recommen- 
dations suggested by marketing research 
and does very well. Similarly there are 
more than a few cases in which the trans- 
lation of research recommendations into 
action has resulted in losses. It is to be 
granted that these are not definite proofs, 
but they are suggestive. 


Basis for Questioning Research 


This assessment of the potential signifi- 
cance of marketing research is based 
largely on more or less casual observation 
of the significant developments in mar- 
keting over the past century. Whether 
one looks at marketing institutions, 
which are really methods of marketing; 
or whether one looks at companies, or 
whether one is impressed by signally suc- 
cessful product developments, he is led 
to believe that these critical and notable 
successes have relied little or not at all on 
marketing research to guide them—at 
least until a later state when the business 
became firmly established and prosper- 
ous enough to afford the “luxury” of 
marketing research. 

Again it may not be that enterprise 
waits until it can afford market research, 
probably it is simply that once the main 
chance has been grasped and more or less 
effectively exploited, more minor con- 
siderations and the urge to maintain the 
enterprise come to dominate thinking of 
companies; and market research per- 
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forms a useful service in evaluating alter- 
natives whose importance is vastly less 
than the earlier main line operation of 
the business. 

Let us look now at a number of the 
most significant marketing developments 
in the United States since 1850. Packag- 
ing, branding, and advertising have 
become critical elements in market strate- 
gies of companies. Their early develop- 
ment—which was the critical stage of 
their development—was conducted with 
little attention to the niceties or even the 
basic method of market research. The 
post Civil War and the late nineteenth 
century development of department 
stores again marked a notable digression 
from early marketing methods. Similarly 
the important rise of the general mer- 
chandise mail order house in the late 
nineteenth century and its large scale de- 
velopment in the twentieth century pro- 
ceeded largely on the basis of conviction 
and experimentation of a nature that 
could hardly be dignified as having had 
an experimental design. Somewhat later 
the development of chain-stores, super- 
markets, and most recently, suburban 
shopping centers took place. 

Turning to product innovations, there 
are such developments as new methods of 
housing construction and financing, auto- 
mobiles, mechanical refrigeration, radios, 
and more recently the mixed blessings 
of television. 

Some reflection on the preceding list of 
“innovations” seems to suggest that in 
the critical stage of development, virtu- 
ally all of these notable and significant 
changes in institutions, methods, and 
products relied upon more or less cre- 
ative imagination and vigorous (some- 
times almost blinding) administration 
and ingenious selling methods. It sug- 
gests that for anything that can be 
described as really new—a more or less 
fundamental departure from existing 


consumer habits and selling patterns—it 
is extremely doubtful that the methods of 
marketing research to which we have be- 
come accustomed are very helpful in pre- 
dicting the adoption of the innovation. 
It may be, of course, that methods may 
be developed ultimately which will be 
useful for predicting the scale of adopt- 
tion of a new innovation through the em- 
ployment of marketing research. 


The Place for Marketing Research 


It would seem that some attention to 
the history of marketing developments 
suggests what ought to be well-known— 
that the effectiveness of consumer survey 
methods as a guide to action must be lim- 
ited to what prospective buyers can and 
will communicate about their future be- 
havior. When there is a question of any- 
thing significantly different from accus- 
tomed patterns of behavior, it seems 
doubtful that prospective buyers are able 
to communicate what they will do. It 
would seem that they must experience 
the situation before we can have much 
confidence in the statements they may be 
willing to make about how they will ulti- 
mately behave in a really novel situation. 

This is a very fundamental considera- 
tion, and it gains strength when one re- 
alizes that the ultimate adoption of an 
innovation in the consumer purchasing 
pattern often involves the existence of 
supplementary facilities which are not 
easily predictable in many cases—one is 
reminded of the extent to which the 
widespread adoption of the automobile 
was dependent upon the development of 
roads, adequate and cheap gasoline, and 
so on. There is much to the notion that 
an innovation of merit will call into be- 
ing the necessary supplementary facili- 
ties, but there are absolute limitations to 
that, and in any case the rate at which 
such facilities may become available is 
probably less predictable than the ulti- 
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mate achievement or realization of those 
facilities. 

All of this is simply to say that really 
significant marketing achievements—the 
big chance—the chance for large profits 
and strong if short-lived protection 
against competition—is dependent pri- 
marily on imagination and on the more 
or less indefinable skills of management. 
Top management must be able and will- 
ing to develop and exploit new opportu- 
nity often in the face of discouraging 
predictions from researchers and experts. 
One may recall the Cassandrian prophe- 
cies of many of the experts when Sears, 
Roebuck weighed the decision to enter 
the retail store field in the mid-twenties. 

In addition to imagination or, to use 
the term loosely, the creative impulse, 
the critical factor of effectiveness in ex- 
ploiting markets is administration. In 
the short-run, at least, psychology may be 
more important than economics, and one 
is impressed often by the effectiveness of 
certain sales managers who proceed on 
the basis of strong conviction and forceful 
leadership and succeed even in the face 
of what research might well indicate (and 
sometimes has indicated) is an unwise 
course. 


CONCLUSION 


We do ourselves no favor nor are we 
likely to enhance the reputation of our 
profession by doing what is too often 
done, namely, claiming too much for the 
effectiveness of our methods. Such a 
course can lead only to disappointment, 
disillusionment, and the resulting retard- 
ing effects on the development of more 
promising market research methods. 

Almost nothing has been said here 
about research as it is usually conducted. 
The defects are well known. The pleth- 
ora of routine and often ill conducted re- 
search is commonplace. The tendency to 
rely too exclusively on the questionnaire 


and the survey, and to abdicate the use of 
original and experimental approaches to 
research is deplorable. The increasing 
tendency to concentrate on allegedly sci- 
entific methods of quantitative investiga- 
tion as against a regular use of a rigorous 
analysis of marketing problems is becom- 
ing too common in the academic segment 
of our community at least. Again the 
tendency to concentrate too exclusively 
on marketing as a field of subject matter 
apart from basic disciplines such as the 
social sciences and the important tool 
subjects of statistics and accounting can 
lead only to a continued outpouring of 
ill-prepared research personnel. 

It is unfortunate that marketing re- 
search, which is potentially valuable even 
if limited in its effectiveness, has contrib- 
uted so little to an understanding of the 
nature of competition in the real world. 
A broader outlook on the part of profes- 
sional students and practitioners could 
and ought to contribute greatly to an un- 
derstanding of how competition actually 
works. 

The greater use of the historical 
method—the analysis of what happened 
in the past, the basis of information on 
which action was taken, and the results of 
past action, would seem to offer a promis- 
ing avenue of investigation that is little 
employed by systematic researchers. Few 
other methods offer the opportunities for 
developing the dynamic view of markets 
that is the essence of an appreciation of 
the market problem. Too little attention 
is paid to defining clearly the market po- 
sition of the firm in the general constel- 
lation of competition in which it oper- 
ates, and surely this is crucial not only to 
an understanding of the nature of com- 
petition, but also as a guide to adopting 
appropriate policies for survival and 
profitability for the individual enter- 
prise. 

It has been the purpose of this paper to 
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attempt to bring marketing research into 
perspective by pointing up some signifi- 
cant limitations vf the possibilities of 
such research in solving management 
problems and to comment briefly on cer- 
tain inadequacies of marketing research 
as it is often found in practice. It should 
be stated here explicitly that this is not 
meant to be a denial of the opportunities 
that exist for improving marketing opera- 
tions through research. It is rather a com- 
mentary on what appears to be a growing 
tendency to attempt to substitute research 
technique (notably surveys) for judg- 
ment in cases which, in the nature of the 
case, must be resolved in terms of in- 


formed opinion and executive discretion. 

Unless marketing research can become 
vitalized by an understanding of and an 
adoption of some of the insights of other 
disciplines, and unless it can be released 
from its too didactic preoccupation with 
the survey method, and unless we can 
come to an appreciation of the limita- 
tions of our method, it seems likely that 
marketing research may prove to be less 
than adequate for the limited but impor- 
tant role that it ought to play in support 
of the artistry of management, which at 
its best constitutes the mainspring of eco- 
nomic progress. 
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PRICE INFLUENCE OF UNBRANDED GASOLINE 


VERNON T. CLOVER 
Texas Technological College 


ucH has been said and written about 
the large number of filling stations 
in the United States. It has been said that 
the number is excessive. Some persons 
believe that cutthroat price wars are 
likely to be a frequent and unstabilizing 
occurrence in areas with a large number 
of operators. The unstabilizing effect is 
held to be present especially if many of 
the stations sell unbranded gasoline or 
private brands only. Other persons claim 
that these “independents” are desirable 
because they exercise a downward pres- 
sure on prices. 

It is fairly common knowledge that av- 
erage prices at such independent stations 
are lower than at other stations. This has 
led to a prevalent belief that prices would 
be still lower in a given market area if 
there were more independents, that is, 
sellers of unbranded gasoline; or con- 
versely, that prices would be higher if 
there were fewer independents. 


Purpose, Methods, and Assumptions of 
Survey 


A survey of 590 retail gasoline service 
stations in four Texas cities was under- 
taken to determine what price effect, if 
any, could be attributed to the presence 
of independent stations in a market area.’ 
The term “independent,” as used in this 
study, included all stations that were sell- 
ing either unbranded gasolines or brands 
that are not advertised nationally or re- 
gionally. Very little, and usually no use of 
brand names was made by these inde- 
pendents. The operators of these inde- 

1 The field work required in collecting the data on 


which this article is based was performed by Mr. 
Robert M. Castle. 
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pendents usually owned but one station. 
The term “standard” was used to cover 
all the other service stations. The stand- 
ard stations were characterized by the 
sale of nationally or regionally advertised 
brands. Another important and almost 
universal distinction between standards 
and independents was that independents 
offered fewer services of both the free 
type and the types for which direct 
charges are made. 

A visit was made to every filling station 
in these cities in northwestern Texas: 
Abilene, Amarillo, Lubbock, and Wich- 
ita Falls. During the visit to each station, 
the posted prices for gasoline and the 
type of station, among other things, were 
noted and recorded. The observations 
were made between June 15 and July 4, 
1951. 

Of course, price differences among the 
cities could be attributed to other condi- 
tions than the differences in the percent- 
age of independent stations found in the 
cities. The variety of these “‘other condi- 
tions” could be great. It is felt, neverthe- 
less, that some significant conditions in 
the market areas studied were held more 
or less constant by the fact that the four 
cities surveyed were all in the same part 
of the state, and were all four in the same 
general population class, ranging in size, 
according to the 1950 Census, from 45,- 
570 for Abilene to 74,246 for Amarillo. 
Also, all four cities are area trading cen- 
ters, depending in some degree upon the 
oil industry and agriculture. Each city is 
the site of one or more gasoline refiner- 
ies or has refineries within a few miles. 
The four cities were chosen for this study 
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because they are the largest ones in the 
area composing northwestern Texas. 

The major assumption of this survey 
was that, if the presence of independent 
stations caused prices to be lower, then: 
(a) average prices per gallon would be 
lowest in cities with the greater percent- 
age of stations classified as independent; 
and (b) the price spread between inde- 
pendents and standards would be small- 
est in the cities with the largest percent- 
age of independents. The (b) part of this 
assumption itself rests on the premise 
that independents exercise a downward 
pressure on prices in both standards and 
independents, but that prices in stand- 
ards can drop more than in independents 
because of the existence of somewhat 
wider gross operating margins in stand- 
ards. 

Part (a) of this assumption is discussed 
first. 


Price SPREADS AMONG CITIES 


Prices in Independent Stations 

It was found that there was some tend- 
ency in independent stations for the aver- 
age price of ethyl gasoline to be lower in 
those cities with the greater percentage 
of stations classified as independent. .This 
can be seen in Table I, Column A. Abi- 
lene was the city with the lowest percent- 
age of independent stations (19.17%) 


and its index number (100.00) for the 
average price for ethyl in independents 
was the highest of the four cities. Ama- 
rillo had the second smallest proportion 
of independents (24.08%) and the second 
highest average price index (97.72) for 
ethyl sold in independent stations. The 
next two cities, Lubbock and Wichita 
Falls, both with higher percentages of 
independents, had lower average city- 
wide price indexes than were found for 
Abilene and Amarillo. However, the 
price index (91.25) for Lubbock was 
lower than the Wichita Falls index 
(94.98), while the percentage of stations 
(34-55%) classed as independent in Lub- 
bock was lower than the percentage 
(44-44%) so classified in Wichita Falls. 
This condition found in these last two 
cities, therefore, makes it impossible to 
declare unqualifiedly that the greater the 
percentage of independents, the lower 
the price of ethyl gasoline in the inde- 
pendent stations in the market areas 
studied. 

In the case of regular gasoline sold by 
independents, the percentage of stations 
classified as independent did not seem to 
be associated with any significant one-di- 
rection influence upon the city-wide 
price level in independents. This can 
also be seen in Table I, Column A. Two 
of the three cities with higher percent- 
ages of independents than found in Abi- 


TABLE 1.—COMPARISON OF RETAIL GASOLINE PRICES AMONG FouR CITIES WITH DIFFERENT 
PERCENTAGES OF STANDARD AND INDEPENDENT STATIONS 


Rank by % of Stations 
That Are Independent 


INDEXES OF AVERAGE PRICES 


(B) 
Independent Stations Standard Stations 
Type of Gasoline: Type of Gasoline: 
City % Regular Ethyl Regular Ethyl 
Abilene 19-17 100.00 100.00 100.00 100.00 
Amarillo 24.08 103.31 97-72 107.11 105.69 
Lubbock 34-55 99-71 91.25 100.91 99-43 
Wichita Falls 44-44 103.83 94-98 102.36 101.02 
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lene had higher average prices for regular 
gas, and one had a lower average price 
than existed in Abilene. 


Prices in Standard Stations 


Perhaps of even greater significance 
than a study of effects on prices in inde- 
pendent stations is the study of the price 
levels in standard stations. Table 1, Col- 
umn B, shows that the indexes of city- 
wide price averages of neither regular 
nor ethyl sold in standard stations fol- 
lowed a consistent pattern from city to 
city that could be traced to the influence 
of the relative number of independent 
stations in the different cities. Price levels 
vary from city to city, but they do not 
vary to the same extent, nor in the same 
direction as the relative density of inde- 
pendent stations. In the four cities stud- 
ied, therefore, it can be said that the av- 
erage prices for ethyl and regular gasoline 
in standard stations do not seem to have 
been appreciably influenced by the pres- 
ence of a greater or smaller percentage of 
independent stations in a given market 
area. 


Intra-City Influence of Independents 


An attempt was made to determine if 
prices were lower in the parts of town 
where independents were most numer- 
ous. Prices were recorded for the stations 
along the major north and south high- 
ways through each city. These prices 
were then plotted on a graph which 
showed the location and type of station 
and the prices at each station. No tend- 
ency was shown for the nearness, or rela- 
tive or absolute number, of independent 
stations to influence prices in any discern- 
ible pattern. 


Some Conclusions 

These findings indicate that a rela- 
tively large number of independent re- 
tailers of gasoline in a city may not neces- 


sarily represent a consistent force toward 
lower prices. To be sure, independents 
sell at lower prices than those charged by 
standards. A significant point coming out 
of this study, however, is that the general 
levels of prices charged by standards and 
independents in a city do not seem to be 
influenced appreciably by the relative 
number of independents in that city. An 
important exception to this conclusion 
was found in the case of ethyl sold in in- 
dependent stations. But if we keep this 
exception in mind, we are justified in 
stating that evidently the general level 
of prices in standard stations seemed to 
be accepted by independents who then 
merely set their prices 2 to 4 cents per 
gallon below the standard prices in order 
to attract customers. (See Table 2.) The 
independents apparently operate on the 
assumption that their place in the market 
picture is best filled by featuring gasoline 
at a lower price, but without offering 
much in the way of services, credit cards 
or the best equipped and maintained 
buildings. Evidence to support these con- 
clusions was found in this survey. 


PRICE SPREADS BETWEEN STANDARDS 
AND INDEPENDENTS 


The second or (b) part of the major 
assumption on which this article is based, 
as has been stated, was that if independ- 
ent stations exercised a downward influ- 
ence on prices, then, the price spreads be- 
tween independents and standards would 
be lowest in the cities with the greatest 
percentage of independent stations. The 
actual amounts of the spreads between 
city-wide averages of prices charged by 
independents and _ standards varied 
among the cities in the case of ethyl from 
a low of 2.29¢ in Abilene to a high of 
4.34¢ in Amarillo. (See Table 2.) The 
spread variations for regular were from 
a low of 2.79¢ in Wichita Falls to a high 
of 4.05¢ in Amarillo. The price spreads 


& 
Ne 
} 
q 


PRICE INFLUENCE OF UNBRANDED GASOLINE 391 


TABLE 2.—A COMPARISON OF THE SPREAD IN AVERAGE PRICES BETWEEN STANDARD AND INDEPENDENT 
FILLING STATIONS IN Four CITIES 


Regular Gasoline Ethyl Gasoline 
(Price Per Gal. ¢) (Price Per Gal. ¢) 
Number % Of Stations 
oO That Are Price Price 
City Stations Independents Standard Independent Spread Standard Independent Spread 
Abilene 120 19.17 24.18 21.15 _ 3.03 26.40 24.11 2.29 
Amarillo 137 24.08 25.90 21.85 4.05, 27.90 23.56 4:34 
Lubbock 165 34-55 24.40 21.09 3-31 26.25 22.00 4-25 
Wichita Falls 108 44-44 24.75 21.96 2.97 26.67 22.90 3-77 
Totals 530 30.38 24.82* 21.51* 3-33* 26.82* 22.89* 3-73" 


* These totals were computed in such a manner as to give each city a weight equal to the number of sta- 


tions of each type in the city. 


for all cities combined were 3.33¢ for 
regular gas and 3.73¢ for ethyl. 

Table 2 shows that the amount of 
spread between average prices in inde- 
pendents and standards seems to have 
little or no relationship to the percentage 
of stations classified as independent in a 
city. It is true that in the case of regular 
gasoline the spread is lowest (2.97¢) in 
Wichita Falls, the town with the greatest 
percentage of independents. But the next 
lowest spread (3.03¢) is found in Abilene 
which has the lowest percentage of inde- 
pendents. 

In the case of ethyl in Table 2, the lack 
of discernible relationship between per- 
centage of independents and _ price 
spreads, is also quite noticeable. The low- 
est price spread is found in Abilene 
(2.29¢), while this city had the lowest 
percentage of independents. The next 
lowest spread (3.77¢), however, was 
found in Wichita Falls, which had the 
highest percentage of independents. 

An important relation, nevertheless, 
was discovered to exist in certain respects 
between variations in prices and in per- 
centage of stations classified as independ- 
ent in the areas studied. When the orig- 
inal field data were subjected to statisti- 
cal and especially variance analysis, a 
significantly high correlation coefficient 
was found for the relation between coeffi- 
cients of variation in prices and the per- 


centage of independent dealers operating 
in each city in the case of: (a) regular gas 
sold by independents (-+.93); (b) ethyl 
sold by independents (+.94); (c) ethyl 
sold by all stations (that is, standard and 
independent stations combined) (+.91). 
On the other hand, no significant corre- 
lation was found to exist in the case of: 
(a) regular gas sold by standard stations 
(—.54); (b) ethyl gas sold by standard sta- 
tions (+.40); (c) all sellers of regular gas- 
oline (that is, independents and stand- 
ards combined) (+.43).? 


OTHER FINDINGS 

Degree of Price Uniformity 

In an attempt to measure the amount 
of price flexibility and competition pres- 
ent in each of the cities covered, compu- 
tations were made showing the percent- 
age of stations that were charging the 
modal price, that is, the price charged by 
the most stations. It was found that the 
percentage of stations charging the same 
price failed to reach 100 per cent in any 
city in either the case of standards or in- 
dependents. The highest figure was found 
for standard stations in Amarillo, 96 per 
cent, for both regular and ethyl. The 
price uniformity among independents in 
that city was much less; only 45 per cent 

* The author is indebted to Rendel B. Alldredge 


for the variance analysis of the original field data 
on which this article is based. 
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of them charged the same price for regu- 
lar, and still fewer, 30 per cent, had the 
same price for ethyl. It should be noted, 
however, that uniformity of prices in a 
city was not always greater among stand- 
ard than independent stations. In fact, 
in two of the four towns, Abilene and 
Lubbock, a greater percentage of inde- 
pendents were charging the same price 
than was true for standards.* 

These variations in prices, in price 
spreads, and in percentages of stations 
charging the modal price, coupled with 
the relatively large percentage of stations 
charging prices above or below the mode, 
indicated the presence of considerable 
retail price flexibility and competition in 
the general market area covered by these 
four cities. It should be repeated, how- 
ever, that the results of this survey show 
that the relative number of independents 
in each of thé four market areas covered 
had little or no appreciable influence on 
the general level of prices for regular 
gasoline sold in either independent or 
standard stations, or on ethyl prices in 
standards. On the other hand, a relatively 
large percentage of independent stations 
in a city was associated with a somewhat 
lower average price for ethyl in inde- 
pendent stations. 


Sales Volume 


Independents apparently did obtain a 
relatively large volume of sales per sta- 
tion by their policy of stressing lower 
prices instead of services and general ap- 
pearance of their stations. Although no 
data were obtained directly about the 
number of gallons of gasoline that were 


* The percentages of stations charging the modal 
price in each city were as follows, with standard sta- 
tion figures for regular and ethyl shown first in that 
order, followed by the percentages for regular and 
ethyl in independents: Abilene, 56%, 56% and 91%, 
91%; Amarillo, 96%, 96% and 45%, 30%; Lubbock, 
59%, 58% and 67%, 68%; Wichita Falls, 75%» 757% 
and 25%, 25%. 


sold, in interviews with bulk station 
managers and filling station operators, 
the opinion was often expressed that the 
stations with the largest volume of sales 
were found among the independents. 
These opinions were partially substanti- 
ated by the fact that in every city covered, 
the average number of pumps per station 
was larger for independents than for 
standards. Combined figures for all the 
cities surveyed show that the average 
number of pumps per station was 3.26 
for standards, and 3.95 ior independents. 
These figures do not necessarily prove 
that the per station average gasoline sales 
are greater for independents than for the 
standards, but they do indicate this possi- 
bility. 

As far as the over-all relative impor- 
tance of independents as a type of outlet 
is concerned, it is significant to note that 
go per cent of all the stations in the cities 
were independents, and they had 34 per 
cent of the total number of pumps. If 
it could be assumed that volume of sales 
was in direct relationship to the number 
of pumps, then it could be said that in 
these market areas approximately one- 
third of the gasoline was sold by inde- 
pendent stations. 


Services and Appearance of Stations 


Further substantiation of the conten- 
tion that independents stress lower prices 
instead of services and appearance of sta- 
tion in order to gain volume of gasoline 
sales, was found in a comparison of the 
data collected about standards and inde- 
pendents in regard to services offered and 
such characteristics as appearance of phys- 
ical plant and type of clothing worn by 
employees. The percentage figures for in- 
dependents were less favorable (lower) 
than for standards in every town in re- 
spect to each characteristic studied in the 
survey. The figures for all the stations in 
regard to these characteristics were as 
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follows, with the percentages for stand- 
ards given first and those for independ- 
ents second: concrete driveways, 91% 
and 79%; employees uniformed, 66% 
and 34%; “good” general appearance of 
station, 48% and 20%; stations offering 
wash and grease service, 70% and 33%; 
other types of services, 48% and 27%. 


SUMMARY OF FINDINGS 


For the cities studied and for the time 
at which the picture was snapped, so to 
speak, the following statements seem to 
be warranted: 

1. The presence of a relatively high 
percentage of independent service sta- 
tions in a given market area (a city) does 
not seem to be accompanied by a gen- 
erally lower average price level for reg- 
ular gasoline in either standard or inde- 
pendent stations, or for ethyl in standard 
stations. A relatively large number of in- 
dependents was associated, however, with 
somewhat lower prices for ethyl gasoline 
sold by independent stations. 

2. The relative number of independ- 
ents in a given section within a city ap- 
parently has no influence on the prices 
charged in that section as compared to 
other sections in that city. 

3. Independents seem to accept what- 
ever price levels are found in standards, 
and then strive to obtain as large a vol- 
ume of sales as possible by setting inde- 
pendent prices at from 2¢ to 4¢ per gal- 
lon under the prices at standards. 


4. No significant general relationship 
was found among the cities in regard to 
the spread in average prices between 
standards and independents and the per- 
centage of stations classified as independ- 
ent. 

5. In certain respects a significantly 
high correlation coefficient was found for 
the relation between coefficients of varia- 
tion in prices and the percentage of inde- 
pendent dealers operating in each city, 
such as in the cases of regular gas sold by 
independents, ethyl sold by independents 
and ethyl sold by all stations. But no sig- 
nificant correlation was found in the 
cases of regular gas sold by standard sta- 
tions, ethyl sold by standard stations, and 
all sellers of regular. 

6. Considerable price flexibility, or at 
least lack of price uniformity, character- 
izes the retailing of gasoline. 

7. Independents, as compared to stand- 
ards, offer little in the way of services, 
and put little stress upon attractive 
buildings and facilities, and uniformed 
employees. 

It should be observed in closing that, 
by stressing low prices and high volume 
of sales with a minimum of services, in- 
dependent retailers of gasoline are fol- 
lowing policies that are quite different 
from those which have come to be as- 
cribed traditionally to the majority of in- 
dependent retailers of groceries and cer- 
tain other lines. 
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THE MARKETING POSITION OF INDUSTRIAL 
DISTRIBUTORS 


STUART W.McFARLAND 
Western Reserve University 


CHARACTERISTICS OF INDUSTRIAL 
DISTRIBUTORS 


of machinery, equip- 
ment, and supplies were the target 
for some of the criticism directed, during 
World War II, at “superfluous middle- 
men in the channel of distribution, in- 
creasing the cost of marketing.” The War 
Production Board delayed distributor 
priorities for several months following 
Pearl Harbor, supposedly influenced by 
the thinking then current in Washing- 
ton that the old methods of distribution 
were “gone forever.” Wholesale distri- 
bution as an industry was subjected 
to ever-increasing restrictive measures 
which bid fair to abolish it for the dura- 
tion. Hampering restrictions caused a 
rapid liquidation of wholesale stocks to 
the serious detriment of the war effort.? 

The Korean hostilities have re-opened 
the debate between the advocates of 
wholesaling versus the advocates of di- 
rect selling of industrial supplies as to the 
proper place of each channel in indus- 
trial marketing. These questions, then, 
remain pertinent to today’s marketing: 
precisely what is an industrial distribu- 
tor, how does he function, what is his 
justification for existence, and how does 
he compare with the alternative market- 
ing agencies—the sales branch or office, 
broker, or agent? The attempt is made 
here to clarify the relative position of the 
industrial distributor and to place him 
in proper perspective. 

1M. M. Green, “The Middleman in the War Ef- 


fort,” Barron’s, September 7, 1942, p. 13. 
* Ibid. 
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The United States Census of Business 
for 1948* included those marketing in- 
stitutions buying and selling industrial 
machinery, equipment, and supplies in 
the category of merchant wholesalers. 


“Merchant wholesalers consist of estab- 
lishments usually known as wholesalers, dis- 
tributors, or jobbers, primarily engaged in 
buying, taking title to, and where customary, 
physically storing and handling goods and 
selling the goods at wholesale principally to 
retailers and to industrial and commercial 
users. This group also includes industrial 
distributors, exporters, importers, cash-and- 
carry wholesalers, drop-shippers, and wagon 
distributors.” 


The industrial distributor, then, is a 
wholesale merchant buying industrial 
equipment and supplies from manufac- 
turers for resale to industrial users, or to 
other manufacturers, thus facilitating the 
production of consumer or industrial 
goods.* He searches the market for needed 
items, negotiates terms and delivery 
dates, takes title, stores, breaks carload 


* U. S. Census of Business, Wholesale Trade, 1948, 
United States Summary, U. S. Department of Com- 
merce, Bureau of the Census, (1951). 

“The National Supply and Machinery Distribu- 
tors’ Association, in a brochure Statement of Over- 
head Expenses, 1950, indicated that 75 per cent of 
distributors’ volume is made up of items like saws, 
files, screws, hand tools, jacks, pulleys, valves, bear- 
ings, belting, rope, bars, abrasives, hose, chains, 
lamps, packing, hoists, and drills. 

The term “mill supply house” is no longer con- 
sidered appropriate by industrial distributors as a 
reference to their activities, inasmuch as many in- 
dustrial distributors supply not only mills, but also 
mines, factories, oil fields, public utilities, institu- 
tions, and other segments of our economy. This trend 
accounted for the change in name of Mill Supplies 
magazine to Industrial Distribution in 1948. 
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lots up into small orders, delivers, adver- 
tises, and manages a sales force which 
calls on industrial buyers. He performs 
services similar to the full-service whole- 
saler of consumer goods, such as the 
wholesaler of groceries selling to small 
retailers. 

Geographically, the bulk of the 2,000 
industrial distributor establishments are 
concentrated in the industrial centers of 
the northeastern United States. Most of 
them are in Illinois, Michigan, Indiana, 
Ohio, Pennsylvania, New York, and New 
Jersey. Because the distributor makes 
available emergency as well as routine 
service deliveries of industrial supplies 
and equipment, the concentration of his 
numbers adjacent to areas of great indus- 
trial production is logical. The types of 
goods handled by individual distributors 
are likewise logically dictated by the types 
of customers he serves. As might be ex- 
pected, distributors located in Cleveland 
and Pittsburgh stress items commonly 
used by metal-working industries. Simi- 
larly, those located in the southwest tend 
to emphasize stocks of supplies and small 
equipment needed by the oil well and 
mine operators. 

Distributors are most active within the 
geographic limits of a twenty-four hour 
delivery zone from warehouses, although 
common carriers are used to transport 
supplies and machinery not necessarily 
of an emergency nature, to surrounding 
states. Most of their business is local, usu- 
ally confined to a metropolitan trade 
area, because they fill many small orders 
consisting of only two or three supply 
items. This point is substantiated by Jn- 
dustrial Distribution’s annual survey, 
published in March, 1951, which indi- 
cated that the average invoice processed 
by industrial distributors amounted to 
only $42 for 1950. The expense of han- 
dling small orders gives distributors some 
concern, but they recognize that small- 


order delivery is one of their major serv- 
ices to industry. Their willingness to 
rush critically needed repair or supply 
items to industries engaged in war pro- 
duction, particularly emphasizes the vital 
role they play in keeping production at 
high efficiency.5 


The Importance of Industrial Distribu- 
tors to Small Industry 


According to the U. S. Census of Man- 
ufactures for 1947, the number of fac- 
tories increased from 174,000 to 241,000 
units in the period between 1939 and 
1947. Of these 241,000 units, only 25,482 
plants had more than 100 employees, and 
thus 215,518 plants had 100 or fewer 
than 100 workers. ‘These small plants ob- 
tain a greater proportion of their supply 
needs from the local distributor than is 
the case with large plants.® This is true 
because the small plant very often buys 
the supplies and parts it needs from the 
local distributor, whereas the large con- 
cern in most cases buys its goods direct 
from the manufacturer, since its require- 
ments are often in carload lots and a sav- 
ing in landed cost can be made. The 
manufacturer does not find the 215,518 
plants with 100 or fewer workers as at- 
tractive customers as the large plants and 
they are almost invariably served through 
the local industrial supplies distributor. 

In 1939, approximately 89 per cent of 
the manufacturing units each had an an- 
nual production valued under $500,000. 
Local distributors, by supplying these 
small units, help them to achieve lower 
costs of production and lower prices of 
their finished goods to the user.? This does 


*See Table 1 for statistical data about the “aver- 
age” distributor. 

*From personal correspondence with E. E. Stvan, 
industrial supplies sales manager, Strong, Carlisle & 
Hammond Co., Cleveland. 

™Edward A. Duddy and David A. Revzan, Mar- 
keting (New York: McGraw-Hill Publishing Com- 
pany, Inc., 1947), p. 308. 
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‘TABLE 1.—INDUSTRIAL DISTRIBUTORS 
United States Summary, 1939 and 1948 


1948* 1948 
Before After Per Cent 
Adjustment for Adjustment for Increase 
1939 Dollars 1939 Dollars 1939t or Decrease 

Establishments 1948 1948 1471 32 
Annual Sales $2,814,459,000 $1,626,854,910 $729,650,000 126 
Annual Sales per Establishment $1,444,800 $835,141 $496,000 68 
Expenses Per cent of Sales 14.1 14.1 16.7 —16 
a 278 278 183 52 
Employees 71,169 71, 40-489 75 
= Establishment 36 29 
Sales per Employee $39,546 29 
Annual Payroll $25,5,469,000 $147,788,817 $71,011,000 108 
Payroll per Employee $3,589 $2,076 $1,754 18 
Inventory Dec. 31 at Cost $461,295,000 $266,641,618 $155,163,000 92 
Inventory per Establishment $236,000 $136,880 $105,480 go 


* U. S. Census of Business, op. cit. 


not mean, however, that the distributor 
cannot serve the large plants economi- 
cally. Today, the large plants are buying 
a greater proportion of their require- 
ments, including in many instances the 
materials needed as part of their finished 
goods, from the distributor. When this 
occurs, the industrial distributor’s mar- 
gin of gross profit may be reduced in pro- 
portion to the quantity sold.® 


Comparing Industrial Distributors With 
Competitors 


The Census of Business for 1948 has 
made available data permitting a com- 
parison of the activities of industrial dis- 
tributors with their competitors, in terms 
of sales volume dollarwise, the number 
of establishments and dollar payroll, op- 
erating expenses as a per cent of sales, 
and inventories at cost. Competitors in- 
clude manufacturers’ sales branches and 
sales offices, and agents and brokers mar- 


*E. E. Stvan, op. cit. See Mill Supplies magazine, 
Vol. 37, page 88, 1947, which reported editorially 
that large producers also depend heavily upon the 
local industrial distributor for industrial supplies. 
According to their data, 75 per cent of plants having 
more than 1,000 employees bought 50 per cent or 
more of their industrial supplies through the dis- 
tributor. 


as Abstract of the United States (Washington 25, D. C., Superintendent of Documents, 1950), p. 


keting machinery, equipment, and sup- 
plies. A comparison of these data helps to 
clarify the relative position of each of 
these marketing agencies and provides an 
opportunity to evaluate the specific con- 
tributions and limitations of industrial 
distributors as middlemen. 

Comparisons are made between 1939 
and 1948 data before and after adjust- 
ment for average changes in commodity 
prices and for changes in the purchasing 
power of the dollar during the 1939-1948 
period. The indexes used are the United 
States Department of Labor Index for 
Wholesale Prices of Metals and Metal 
Products, and also the United States De- 
partment of Commerce, Office of Busi- 
ness Economics Index for the Purchasing 
Power of the Dollar as Measured by Con- 
sumer Prices. 


THE INDUSTRIAL DISTRIBUTOR 


As shown in Table 1, after adjustment 
for the inflation of the dollar during the 
1939-1948 period, the actual increase in 
unit sales volume of industrial distribu- 
tors was only 126 per cent.® Undoubtedly 


*The Index for Wholesale Prices of Metals and 
Metal Products was used in Table 1 to reduce 1948 
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the greater demands of producers during 
World War II accounted for the increase 
of 126 per cent, and the high level of in- 
dustrial activity following the end of 
World War II in 1945, sustained it at 
least to the 1948 period. 

Annual sales per establishment in- 
creased from $496,000 in 1939 to the ad- 
justed figure of $835,141 in 1948. This 
68 per cent increase in sales per firm is 
slightly more than half of the 126 per 
cent increase in aggregate sales. It is pos- 
sible that the concentration of war pro- 
duction in major cities could have re- 
sulted in a correspondingly larger vol- 
ume per unit for industrial distributors 
located in them and a lesser volume for 
distributors located in smaller cities. 

A decrease of some significance oc- 
curred in expenses as a per cent of sales, 
during the 1939-1948 period. Expenses 
decreased from 16.7 to 14.1 per cent of 
sales, a decrease of 16 per cent in this 
ratio. It should be emphasized, however, 
that the ratios are misleading in the sense 
that 14.1 per cent of 1948 dollars will 
yield more actual dollars spent than 16.7 
per cent of 1939 volume. The implica- 
tion in the figures, therefore, is that the 
126 per cent increase in dollar volume 
during the 1939-1948 period permitted 
management to spread more sales dollars 
over elements of fixed expenses which 
did not increase in proportion to the 126 
per cent increase in sales volume. A 


smaller amount of fixed expense burden 


may thus have ridden with each sales dol- 
lar at the 1948 level, permitting a larger 
portion for gross profits and permitting 


industrial distributor sales volume to its equivalent 
in terms of 1939 dollars. The Index was 94.4 in 1939 
and 163.6 in 1948, with 1926 equaling 100. To indi- 
cate that sales volume nationally increased from 
$729,650,000 in 1939 to $2,814,459,000 in 1948 would 
incorrectly imply that industrial distributors had 
developed their market fully 286 per cent during the 
Period 1939-1948. 


a reduction in expenses as a per cent of 
sales. 

The number of proprietorships in- 
creased 52 per cent during the 1939-1948 
period, indicating some inroads of small 
businessmen into this field. These data 
do not necessarily mean, however, that 
the small firm shows any evidence of 
dominance in this field—quite the con- 
trary could occur. Actually the sales vol- 
ume and the influence of more financially 
powerful distributors may nullify the ef- 
fects of any increase in the number of 
proprietorships in this field. 

Industrial distributors found it neces- 
sary to increase the number of paid em- 
ployees” only 29 per cent over 1939 em- 
ployment levels to take care of an in- 
crease of 126 per cent in sales. The Armed 
Forces were a major customer of indus- 
try during World War II and the need 
for active sales personnel was obviously 
less. It is also true that during World 
War II and the period that followed, it 
was difficult to employ all of the person- 
nel needed by the firms. The develop- 
ment of new and better materials han- 
dling equipment tended to fill the breach 
and probably contributed toward the dif- 
ference between the increase in sales vol- 
ume as contrasted with the lesser increase 
in the number of employees. 

Table 1 also indicates a 29 per cent 
increase in the dollar volume of sales per 
employee during the 1939-1948 period, 
although sales in the aggregate increased 
126 per cent. These data are consistent 
with other data from Table 1 in that the 
distributors required fewer sales person- 
nel to sell a greater dollar volume be- 
cause of the larger unit orders placed by 
war industries and by the Armed Forces, 
particularly during World War II. 


*“Paid employee” is defined as an employee of 
any type, actually on the payroll, and performing 
any selling or non-selling function. The term here 
is used for comparison purposes. 
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In terms of inflated dollars, the pay- 
roll per employee increased from $1,754 
to $3,589, an increase of 105 per cent. In 
terms of the purchasing power of the dol- 
lars received, however, the increase in 
pay was only 18 per cent, from $1,754 to 
$2,076. An increase of only 18 per cent 
seems modest in view of the scarcity of 
workers during the 1939-1948 period of 
World War II and its aftermath. 

The extent to which some distributors 
increased their inventories in terms of 
unit volume, and others did not during 
the 1939-1948 period, is seen in the fact 
that aggregate inventories increased 72 
per cent, after adjustment, but the inven- 
tory figures per establishment increased 
only go per cent. Large industrial dis- 
tributors found it necessary to carry ex- 
cessive inventory volume to meet the de- 
mand during the 1939-1948 period, 
although the national average was rela- 
tively smaller in amount. Small distribu- 
tors located in cities having fewer indus- 
tries producing war goods would tend to 
reduce the national average for inven- 
tory per establishment. 

An interesting fact has been brought 
to light by Census of Business figures for 
1948. Industrial distributors required 
fourteen per cent of net sales for expenses 
of operation in 1948. Merchant whole- 
salers of all types, marketing industrial 
machinery, equipment, and supplies, and 
including industrial distributors, re- 
quired sixteen per cent of net sales for 
operating expenses in the same year. ‘This 
ratio is qualified by the fact that average 
sales per establishment, adjusted for the 
1939-1948 period for industrial distribu- 
tors was $835,141, as compared with 
$237,420 for merchant wholesalers of all 

™ Payroll dollars have been adjusted for changes 
in the purchasing power of the dollar between 1939 
and 1948. With 1935-1939 equaling 100 as the base 


period, the 1939 Index was 100.6 and the 1948 Index 
was 58.2. 


types, for 1948. Nevertheless it seems per- 
tinent to point out that industrial dis- 
tributors have made a very commendable 
showing expensewise in comparison with 
other types of wholesalers selling the 
same industrial lines. 


THE MANUFACTURERS’ SALES BRANCH 

The manufacturers’ sales branch with 
stocks is considered to be the industrial 
distributor’s “rival” in the sense that it 
represents direct selling effort (omitting 
an independent middleman) in reaching 
industrial buyers. The branch is staffed 
with the manufacturers’ own salesmen 
and other personnel, reporting to a dis- 
trict sales manager who in turn is respon- 
sible to the home office. The data in 
Tables 1 and 2 present an opportunity to 
compare distributors with sales branches 
in terms particularly of sales and payroll. 

Both sales branches and distributors 
increased 32 per cent during the period 
1939-1948, in terms of number of estab- 
lishments. However, the manufacturers’ 
sales branches forged ahead with a 208 
per cent increase in the amount of busi- 
ness realized as compared with an in- 
crease of 126 per cent for distributors, 
after adjustment for changes in the 
dollar. The greater volume of sales un- 
doubtedly assisted sales branches in re- 
ducing operating expenses as a per cent 
of sales from 15.8 in 1939 to 11.4 in 1948, 
a reduction in this ratio of 28 per cent. 
Distributors managed to reduce their per 
cent ratio of expenses as a per cent of 
sales from 16.7 in 1939 to 14.1 in 1948,a 
reduction of only 16 per cent. 

Sales per paid employee for industrial 
distributors in 1948, after adjustment for 
1939 dollars, amounted to $23,198. Sales 
branches, using comparable data, realized 
$35,613 per paid employee, or approxi- 
mately 50 per cent more sales volume 
per employee than that realized by indus- 
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TABLE 2.—MANUFACTURERS’ SALES BRANCHES (WITH STOCKS) MARKETING INDUSTRIAL 
MACHINERY, EQUIPMENT AND SUPPLI¥S* 


United States Summary, 1939 and 1948 


1948 1948 
Before After Per Cent 
Adjustment for Adjustment for Increase 
1939 Dollars 1939 Dollars 1939 or Decrease 
Establishments 1785 1785 1348 32 
Annual Sales $1,811,835,000 $1,046,667,630 $399,688,000 208 
Annual Sales per Establishment $1,015,031 $586,365, $296,504 98 
Expenses Per Cent of Sales 11.4 11.4 15.8 —28 
Proprietorships 68 68 17 300 
Paid Employees 29,390 29,390 15,349 gl 
Employees per Establishment 17 17 11 55 
Sales per Employee $61,648 $35,613 $26,000 37 
Annual Payroll $116,511,000 $67,401,613 $34,428,000 
Payroll per Employee $3,965 $2,293 $2,243 2 
Inventory Dec. 31 at Cost $115,279,000 $66,635,260 $50,572,000 $2 
Inventory per Establishment $64,582 $37,331 37,516 —.5 


* U. S. Census of Business, op. cit. 


trial distributors. Presumably the sales 
branches may be cheaper to operate and 
more productive of dollar volume than 
industrial distributors. The relative prof- 
itability of the two agencies, however, is 
better evidenced by gross and net profits 
realized from operations than by compar- 
isons of sales volume and expense ratios. 
A further qualification may be seen in 
the fact that sales branches are used in 
specific markets carefully selected for 
large volume and the industrial distribu- 
tor may operate in larger, thinner mar- 
kets less promising in sales volume and 
profits. 

Some indication of the cost of sales per 
employee can be seen in a comparison of 
the annual payroll per paid employee. 
Industrial distributors, in 1948, paid 
$2,076 per employee in 1939 dollars for 
$23,198 worth of sales, or a ratio of ap- 
proximately nine per cent. Manufactur- 
ers’ sales branches, in 1948, paid $2,293 
in 1939 dollars to each of their em- 
ployees, for $35,613 worth of sales, for a 
ratio of slightly more than six per cent. 
These figures indicate a difference of ap- 
proximately three per cent of sales in 
favor of the sales branch as the cheaper 


method of distribution, all other things 
being equal, for industrial supplies. It 
must be kept in mind, however, that the 
sales branch has its limitations in so far 
as industrial machinery, equipment, and 
supplies are concerned. This point will be 
amplified later. The point to be made 
here is that it is not impossible under 
some circumstances for the sales branch 
to be cheaper in point of payroll and to 
yield a greater volume of sales per em- 
ployee than industrial distributors mar- 
keting the same type of merchandise. 

In defense of the industrial distribu- 
tor, it should be emphasized that his in- 
ventory is four times as large as that 
carried by sales branches, and that an in- 
ventory of that size is expensive to carry 
in terms of equipment, space, personnel, 
and capital expense. The manufacturers’ 
sales branch does not perform the buying 
function normally, since this is done by 
the parent company, nor does it always 
perform the credit and collections func- 
tion. Both of these functions are usually 
performed and paid for by the industrial 
distributor. The distributor may have 
thin markets, much too thin in sales vol- 
ume to support a sales branch but not 
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thin enough to prevent the manufacturer 
from requiring the distributor to cover 
it. The distributor must also cater to the 
needs of many different types of indus- 
trial buyers and carry a wide selection of 
many brands, whereas the sales branch 
will usually carry only the lines produced 
by its manufacturer-owner-operator. If 
these differences in their operations are 
kept in mind the divergence in their costs 
of doing business becomes less significant. 


THE MANUFACTURERS’ SALES OFFICE 


Table 3 contains data about the manu- 
facturers’ sales office without stocks, a 
marketing agency owned and operated by 
manufacturers who employ a district sales 
manager to supervise it. The sales office 
differs from the sales branch in that it 
does not have warehousing facilities as- 
sociated with it. Sales orders are for- 
warded to the home office and the mer- 
chandise is shipped directly to the 
customer. This sales policy, defined as 
“drop-shipping,” is customary with bulky 
merchandise for which warehousing is 
costly or unnecessary. 

During the 1939-1948 period, the num- 
ber of new sales offices established to 
represent manufacturers’ outlets was al- 


most three times the number of new 
manufacturers’ sales branches. The fact 
that a warehousing problem is not as- 
sociated with the sales office, thus giv- 
ing it a greater mobility, may in large 
part account for the greater increase 
in new establishments of this type per- 
centagewise. The sales office also re- 
quires an expense ratio of only 4.3 
in 1948, as compared with the 11.4 re- 
quired by sales branches in the same year. 
The difference of 7.1 per cent of sales for 
expenses may not be entirely accounted 
for by the warehousing expense item, 
however. The handling of inventory in a 
warehouse also entails expense associated 
with capital investment, additional rec- 
ord-keeping, and greater promotion ex- 
pense locally, all of which must be 
charged to the sales branch budget. 
Sales offices enjoyed a proportionately 
larger increase in net sales during the 
1939-1948 period. After adjustment for 
changes in the dollar during this period, 
sales offices experienced increased vol- 
ume of 231 per cent as compared with 
208 per cent for sales branches and only 
126 per cent for industrial distributors. 
This record on the part of the sales office 
is consistent with other interpretations 


TABLE 3.—MANUFACTURERS’ SALES OFFICES (WITHOUT STOCKS) MARKETING INDUSTRIAL 
MACHINERY, EQUIPMENT AND SUPPLIES* 


United States Summary, 1939 and 1948 


1948 1948 
Before After Per Cent 
Adjustment for Adjustment for Increase 
1939 Dollars 1939 Dollars 1939 or Decrease 
Establishments 1255 1255 652 92 
Annual Sales $1,915,550,000 $1,107,254,335 $344,337,000 231 
Annual Sales per Establishment $1,526,335 $882,274 $528,124 
Expenses Per cent of Sales 4-3 4-3 8.0 —4 
Proprietorships 26 26 4 550 
Paid Employees 8,847 8,847 4,911 80 
Employees per Establishment 7 7 —14 
Sales per Employee $216,542 $125,155 $70,115 719 
Annual Payroll $44,392,000 $25,680,772 $14,679,000 15 
Payroll per Employee $5,018 $2,903 $2,989 -3 
Inventory Dec. 31 at Cost no stocks no stocks no stocks - 
* Ibid. 
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to be found in Table 3. A sales office may 
be a more flexible marketing agency for 
handling increased demand for industrial 
goods, a typical experience during World 
War II and its aftermath of accumulated 
consumer demand for durable goods. 
The 550 per cent increase in the number 
of proprietorships substantiates this point 
of view—the relatively simpler task of es- 
tablishing a sales office as compared with 
the problems of establishing a sales 
branch with a warehouse. 

Sales per employee for sales offices is 
considerably more than sales per em- 
ployee for sales branches—$125,155 as 
compared with $35,613, almost a four- 
to-one ratio. A logical explanation is 
found in the number of employees, on 
which basis the sales offices employ 8,847 
and sales branches employ 29.390. The 
sales office, therefore, is a smaller market- 
ing agency in terms of personnel but out- 
sells the sales branch in terms of unit and 
dollar sales volume. In 1948 there also 
were 530 fewer sales offices than sales 
branches. 

In terms of the purchasing power of 
the dollar, the employees of sales offices 
marketing industrial machinery, equip- 
ment, and supplies received a reduction 
in purchasing power during the 1939- 
1948 period of approximately three per 
cent. In terms of 1939 dollars, employees 
of sales offices received $2,989 in 1939 
and $2,903 in 1948, or $86 a year less. 
The depreciated dollar therefore con- 
sumed entirely the rise in average pay 
from $2,989 to $5,018, which represented 
an inflated dollar increase of 68 per cent. 
According to Table 3 these employees, as 
far as their pay was concerned, were 
worse off in 1948 than they were in 1939. 

Employees of sales branches were not 
much better off; Table 2 indicated that 
their pay per employee, after adjustments 
for inflation of the dollar, was only two 


per cent better than it was in 1939. In- 
dustrial distributors, however, according 
to Table 1, increased their payroll per 
employee 18 per cent in adjusted dollars. 
This increase was not sufficient to permit 
the employees of distributors to earn as 
much as the employees of sales branches 
and sales offices marketing the same type 
of industrial goods. 

A decrease of 46 per cent during the 
period 1939-1948 in operating expenses 
as a per cent of sales was acomplished by 
sales offices, whereas sales branches and 
industrial distributors reduced their 
expense ratios 28 per cent and 16 per cent 
respectively. A partial explanation of the 
success of sales offices in reducing this 
particular ratio may be found in their 
relatively greater increase percentagewise 
in annual sales volume. For sales offices 
this figure is 231 per cent, adjusted to 
1939 dollars, and the comparable data 
for sales branches and industrial distrib- 
utors is 208 per cent and 126 per cent 
respectively. The spreading of more sales 
dollars over fewer dollars of expense 
would permit a better showing in ex- 
pemses as a per cent of sales. However, 
it is clear that more dollars of expense 
for operations were paid in 1948 than 
in 1939 in sales offices; the extremely 
large increase in dollar volume hides this 
fact. 


AGENTS AND BROKERS 

Agents and brokers, such as manufac- 
turers’ agents, independent purchasing 
agents, or equipment brokers, are inde- 
pendent businessmen selling on commis- 
sion. Manufacturers’ agents, the most 
numerous of this group, sell only a few 
non-competing lines. The majority of 
manufacturers’ agents do not carry a 
warehouse stock, but drop ship, as do 
sales offices. Hence the comparatively 
small inventory dollarwise indicated by 
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TABLE 4.—AGENTS AND BROKERS MARKETING MACHINERY, EQUIPMENT, AND SUPPLIES* 
United States Summary, 1939 and 1948 


1948 1948 
Before After Per Cent 
Adjustment for Adjustment for Increase 
1939 Dollars 1939 Dollars 1939 or Decrease 
Establishments 2191 2191 1632 34 
Annual Sales $827,266,000 $478,188,439 $236,197,000 102 
Annual Sales per Establishment $377,111 $218,251 $144,724 57 
Expenses Per cent of Sales 78 78 6.8 15 
Proprietorships 1867 1867 1418 32 
Paid Employees 5,639 5,639 3,821 47 
Employees per Establishment 2.6 2.6 2.4 8 
Sales per Employee $146,703 $84,800 $61,815 37 
Annual Payroll $26,480,000 $15,318,680 $8,305,000 84 
Payroll per Employee $4,696 $2,717 $2,174 25 
Inventory Dec. 31 at Cost $4,951,000 $2,861,850 $2,575,000 “4 
Inventory per Establishment $2,260 $1,306 $1,578 -17 
* Ibid. 


Table 4. It is more pertinent, for these 
reasons, to compare Table 4 with Table 


It is to be noted that the sales office 
has greater dollar volume of sales in ma- 
chinery equipment, and supplies. This 
may be due to the fact that a sales office 
will carry almost the entire line of 
the manufacturer operating that office, 
whereas the manufacturers’ agent carries 
only part of a manufacturer’s line. He 
prefers only those items which comple- 
ment the line he is presently carrying, 
and requires that the items be of interest 
to the particular clientele he normally 
serves. 

According to Table 4, the average 
agent has less than three employees (5,- 
639 employees in 1948 divided by 2,- 
191 establishments the same year), as 
compared with approximately seven em- 
ployees in each manufacturers’ sales of- 
fice. Agents nationally have a poorer 
showing for sales per employee ($84,800 
in 1948 adjusted sales dollars for each 
agent’s employee as compared with $125,,- 
155 for each employee of sales offices). 
Fixed: expenses for agents would thus 
have fewer dollars over which to spread, 
making the agents look less favorable in 


terms of expenses as a per cent of sales. 
It must be kept in mind, however, that 
these two agencies may be employed 
simultaneously in the channel of distri- 
bution but assigned different marketing 
tasks. Any comparison, therefore, must 
be qualified. The return to the producer 
in gross and net profit per agency and 
their relative success in maintaining his 
competitive position in the market are 
important criteria for judgment. Manu- 
facturers’ agents have rare capacities for 
opening stubborn doors closed to other 
salesmen, because of contacts built 
through long years of faithful and dili- 
gent service to accounts. 


CONCLUSION 


Data have been presented in table 
form to indicate that the costs of doing 
business incurred by industrial distrib- 
utors are reasonable and are favorably 
comparable to those of sales branches, 
sales offices, and agents. None of these 
latter alternatives offer as complete a 
line of industrial supplies and equip- 
ment, nor do they comb thin territory 
thoroughly for new accounts or for small 
orders. They have less interest in trading 
up slim accounts and the handling of 
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small orders. None is better qualified to 
offer services like credit clearance, knowl- 
edge of sources of supply for buyers, rou- 
tine and emergency deliveries, and a 
knowledge of the outlying industrial mar- 
ket, all of which are essential to the con- 
tinuous and economical operation of pro- 
duction. 

Compared function for function, the 
gross margin required by industrial dis- 
tributors has been found to be very close 
to margins required by alternative agen- 
cies. The distributor, with operating ex- 
penses of fourteen per cent, is superior 
to other merchant wholesalers which as 
a class have operating expenses of sixteen 
per cent of sales. It appears, therefore, 


that the particular services which the 
industrial distributor performs for sup- 
pliers as well as industrial buyers, match- 
ing tools and jobs, more than justify his 
position in the channel of distribution 
for industrial machinery, equipment and 
supplies. Because of limited publicity, 
many businessmen and business students 
do not know the industrial distributor 
exists, nor do they appreciate the serv- 
ices he renders. Improved public rela- 
tions can clarify for all concerned the 
marketing operations of 2,000 industrial 
distributors which annually facilitate the 
flow of more than $3,000,000,000 worth 
of industrial goods from manufacturers 
to industrial buyers. 
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VERTICAL INTEGRATION AND THE 


MONOPOLY PROBLEM* 


CORWIN D. EDWARDS 
Bureau of Industrial Economics, Federal Trade Commission 


HE problems of monopoly arise be- 
ye a single enterprise or a group 
of associated enterprises possesses dispro- 
portionate power in its dealings with sup- 
pliers, competitors, or customers, and be- 
cause this power is used or is likely to be 
used in ways that injure these outsiders 
for the benefit of the possessor of the 
power. A discussion of monopoly, there- 
fore, has to do with the external relations 
of the monopolist—with the interaction 
between a monopolistic concern or 
group and its environment. 

Vertical integration, like specialization 
and diversification, is a term that de- 
scribes the internal structure of a busi- 
ness enterprise. It expresses the kind and 
extent of functional coherence in a con- 
cern’s operations. Beyond implying that 
the enterprise makes what it might other- 
wise buy or uses what it might otherwise 
sell, the statement that a concern is verti- 
cally integrated says nothing about its re- 
lations to the outside world. It tells noth- 
ing either about power or about abuse of 
power. Hence it implies neither monop- 
oly nor absence of monopoly. In so far 
as the monopoly problem is concerned, 
it is a neutral term. 

Nevertheless, certain examples of ver- 
tical integration have been found to be 
so closely related to monopoly that they 
have been attacked in antitrust proceed- 
ings and eliminated or drastically re- 

* This paper was presented at the meeting of the 
American Marketing Association in Chicago, De- 
cember, 1952. The statements made here represent 
Dr. Edwards’ personal views and are not to be taken 


as the official views of the Federal Trade Commis- 
sion. 
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duced by judicial decrees. These cases 
have evoked a substantial amount of ill- 
considered comment, apparently based 
upon the view that vertical integration 
has, or should have, an unvarying status 
before the antitrust laws. Some observers 
have apparently assumed that all verti- 
cal integration either violates the law or 
teeters on the edge of violation. Some 
critics of the government’s antimonopoly 
policy have apparently assumed that ver- 
tical integration can never be correctly 
regarded as a part of a monopoly prob- 
lem, and that the cases in which it was 
treated as important illustrate the zealous 
muddleheadedness of prosecutors and 
judges. 

The bearing of internal vertical struc- 


‘ture upon the external relationships that 
are relevant to competition and monop- 


oly is examined in this paper. Many 
important aspects of vertical integration 
are left untouched; the paper does not 
pretend to offer a comprehensive ap- 
praisal of this form of business. 
Although we usually think of vertical 
integration as the union of clearly de- 
fined stages in production or distribu- 
tion, the boundaries between these stages 


are usually traditional rather than logi- 


cal. Purchase and sale could take place at 
points in the sequence of operations 
other than those at which they actually 
take place. Moreover, the successive func- 
tions to be performed in transforming a 
raw material into a finished product and 
getting it into the possession of the ulti- 
mate user could be subdivided indef- 
nitely. On close analysis, even a narrowly 
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specialized concern often performs sev- 
eral functions in sequence, and might 
conceivably market its product if its ac- 
tivity began with a later function or 
ended with an earlier one. Thus prac- 
tically all business partakes of vertical in- 
tegration. Nevertheless, there are differ- 
ences in degree so great as to amount to 
differences in kind. The business unit 
may be broad enough to stretch from raw 
material production to retailing, or nar- 
row enough to cover only the dyeing of a 
fabric or the wholesaling of a container 
or the packaging and selling of a product 
bought in bulk. 


VERTICAL INTEGRATION AND COMPETITION 


Each difference in scope between en- 
terprises in the same line of business 
means that one enterprise has under- 
taken to coordinate successive activi- 
ties through administrative decisions, 
whereas a rival relies upon purchase and 
sale in the market to dovetail its more 
specialized performance with that of 
other more specialized concerns. Alter- 
native types of business organization are 
thus brought into competition with each 
other. The coordinating function of the 
administrator is tested against that of 
the market. Specialized activity is tested 
against activity less specialized. The re- 
sult may be the survival of more than 
one pattern or the elimination of all but 
one. 


» Such competition of patterns is an im- 


‘portant part of the competitive process. 


No form of business organization, no 
scope for business activity, and no loca- 
tion for the boundaries of a business 
should be regarded as inherently right or 
as immune from experiment and the 
test of competition with rival forms. So 
far as we can rely upon competition to 
apportion success and failure on the basis 
of efficient performance, we can expect 
vertical integration to establish itself be- 


cause it does something to remedy de- 
fects in market coordination. 

In particular instances, it is obvious 
that vertical integration does contribute 
to functional efficiency. A unified control 
over a sequence of operations may pro- 
mote efficiency of physical processes by 
eliminating unnecessary handling, by 
making the flow of goods more regular, 
or by adapting quality more closely to 
use. Unity of control may promote effi- 
ciency in business operations by elimi- 
nating unnecessary sales effort or may 
facilitate more exact planning which can 
reduce inventories and minimize idle 
time. In particular instances, the verti- 
cally integrated concern may by-pass a 
marketing channel that is controlled by 
monopoly or pays tribute to racketeers or 
is wastefully organized, and may thus re- 
duce the impact of monopolies, rackets, 
and institutionalized waste upon the 
community. Thus particular cases of ver- 
tical integration may be the result of 
competition and the means by which the 
public gets the benefit of competition. 

But vertical integration can be used 
to impair competition as well as to ex- 
press competition. The possibility of an- 
ticompetitive effects is remote so long as 
the vertically integrated concern controls 
only a small fraction of the business done 
at each successive level of activity in the 
field of business in which it operates and 
so long as its size is not significantly dif- 
ferent from the size of its rivals. (For 
this reason, the vertical integration that 
is found in small business is usually ig- 
nored in discussions of vertical relation- 
ships.) But when a vertically integrated 
concern is a large one in the sense that it 
controls a substantial part of the total 
volume of business done at one or more 
levels of activity in its field of business, 
the fact that a single business unit ex- 
tends over several successive levels be- 
comes the source of special opportunities 
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for the exercise of business power. I do 
not want to be understood as saying that 
the power derived from vertical integra- 
tion plus bigness is greater than that de- 
rived from other forms of business or- 
ganization plus bigness. I suspect it is 
sometimes greater and sometimes less. 
My point, however, is that the pattern 
of opportunity for a large enterprise to 
acquire and use power differs when the 
concern is vertically integrated from the 
pattern when it is not so integrated. 
Moreover, problems of power associ- 
ated with vertical integration tend to 
‘sarise in relation to concerns that are not 
yet big enough in any single market to 
raise there the traditional problems of 
monopoly or even of oligopoly. Conse- 
quently, some of the issues of public pol- 
icy posed by vertical integration have 
been only partly explored and by no 
means settled. 


RELATIONSHIP OF VERTICAL 
INTEGRATION TO POWER 


The relation of vertical integration to 
power is discussed here under five head- 
ings: price discrimination, competition 
in thin markets, preferential access to sup- 
plies and markets, extensions of monop- 
oly power, and the squeezing of inde- 
pendent customers. 


nee Price Discrimination 

Although problems of price discrim- 
ination arise in many other settings, pe- 
culiarly effective incentives for discrim- 
ination develop when a business enter- 
prise becomes so large that its purchases 
. of a component of its own product are 
a equivalent in quantity to the entire out- 


put of an efficiently organized establish- 
ment producing that component. Having 
attained such a scale of purchase, the 
enterprise can, if it chooses, make the 
component instead of buying it. No such 
i alternative is available to smaller pur- 


chasers. Hence the big buyer can exert 
exceptional bargaining power, which 
may induce the supplier to forestall his 
customer’s vertical integration by price 
concessions. At the very least, such a cus- 
tomer can avoid paying a price higher 
than the cost of efficient production plus 
a reasonable return on productive invest- 
ment; for these would be the costs he 
would incur if he should integrate ver- 
tically. When there is a seller’s market, 
his smaller competitors may have to pay 
prices that include higher profits and the 
higher costs of inefficient operation. But 
the big buyer’s advantage may go further 
than this; for his supplier may need his 
purchases to carry a part of the overhead 
cost of making the component, whether 
or not these purchases make a full con- 
tribution toward defraying costs and 
profits. Thus the bargaining power of the 
potentially integrated concern may give 
rise to price discriminations which afford 
that concern an advantage over its com- 
petitors, contribute to its growth, and 
tend to enhance its bargaining power still 
further. 

A concern that has become large 
enough to purchase more than the out- 
put of an efficient supplier is in a posi- 
tion to furnish a part of its requirements 
through vertical integration and con- 
tinue to buy the rest. Once production of 
a component has been undertaken, the 
concern undertaking it has first-hand 
knowledge of the costs associated with it. 
Moreover, a productive operation can 
usually be expanded more cheaply and 
easily than it can be initiated. Hence the 
bargaining power of the customer is fut- 
ther increased once a part of its require- 
ments: is self-supplied. The discrimina- 
tions it enjoys are likely to be correspond- 
ingly increased. Some of the country’s 
largest manufacturers have followed the 
policy of making a small part of each im- 
portant component of their products for 
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the sake of the bargaining power they 
derive from such token integration. 

The law of price discrimination oper- 
ates to reduce these advantages but not to 
destroy them entirely. When a differen- 
tial in price is no greater than an under- 
lying difference in cost, the price differ- 
ential is lawful; but while the partially 
integrated or potentially integrated cus- 
tomer is likely to obtain the benefit of 
cost differences that favor him, his 
smaller rival may be denied a similar ad- 
vantage from any applicable cost differ- 
ence. Moreover, the large concern may 
take the entire output of a small sup- 
plier at a low price, thus obtaining, with- 
out any price discrimination, a differen- 
tial advantage over small purchasers who 
buy elsewhere. 

Because integration or the threat of 
it may give the buyer the advantage of 
purchase prices lower than those paid 
by competitors, there is a substantial in- 
ducement to become large enough to get 
this advantage. In a considerable number 
of industries, through this incentive and 
many other influences, the bulk of the na- 
tion’s output has come to be supplied by 
concerns that have the requisite size, and 
smaller enterprises have ceased to be sig- 
nificant competitive factors. 

But such a shift in the characteristic 
size of customers makes a discrimination 
harder to obtain. It is one thing for a 
supplier to sacrifice profits and even a 
part of his overhead to hold the business 
of a single favored customer. It is a very 
different thing for him to attempt to do 
most of his business on such a basis. 
Hence the threat of integration is less 
persuasive as more enterprises become 
able to make it, and the actual achieve- 
ment of integration becomes more prob- 
able under these circumstances. 


Competition in Thin Markets 
At a later stage in the development of 


vertical integration, problems begin to 
arise from the limitation of the supply 
available for non-integrated concerns. 
So long as only a small fraction of the 
total output of a component is vertically 
integrated, the non-integrated concerns 
have alternative sources of supply and 
operate in a competitive field substan- 
tially like those in which there is no in- 
tegration. Growth in the relative size of 
the integrated fraction of the industry, 
however, can make the non-integrated 
market thin. 

This effect is likely to be felt first by 
the larger non-integrated enterprises. 
The seller who must move a substantial 
volume and the customer who must buy 
a substantial fraction of the total supply 
feel the pinch of a thin market while 
there are still enough alternatives to ac- 
commodate the small shifts of business of 
the small suppliers and customers. As 
soon as this problem appears, one vertical 
integration is likely to lead to another. 
The non-integrated concerns vie with 
each other to assure themselves adequate 
sources and outlets before these are pre- 
empted by their rivals. Their efforts, of 
course, make the market still thinner and 
create problems for their smaller rivals. 

Problems of two types arise in thin 
markets. First, the disappearance of al- 
ternative customers and sources of sup- 
ply exposes concerns that must continue 
to rely upon the market to unusual risks. 
A strike or any other disturbance of op- 
erations may be a serious problem not 
only for the concern directly affected but 
for others that have depended upon it 
and can no longer turn readily to its com- 
petitors. Supplies and market outlets are 
precarious, and the continued operation 
of a business dependent upon them is 
insecure. Second, this lack of alternatives 
may have effects upon bargaining power 
similar to the effects of monopoly or 
monopsony. If both sides of the market 
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have become thin to the same degree, 
neither sellers nor buyers have attained 
predominant bargaining power, and the 
relation between these groups is likely 
to resemble that of bilateral oligopoly or 
bilateral monopoly. If one side of the 
market has become thin more rapidly 
than the other, the concerns that have the 
least adequate alternatives open to them 
may be unable to protect themselves as 
to price and quality. Yet the concerns 
that exercise quasi-monopolistic or quasi- 
monopsonistic power under such circum- 
stances did not seek their dominant po- 
sition and are unlikely to be the largest 
producers or consumers of the product. 
Their dominance of the thin market was 
thrust upon them by the integration of 
their former competitors, which prob- 
ably were larger than they. 


Preferential Access to Supplies and Mar- 
kets 


When supply and demand are badly 
out of balance, the vertically integrated 
concern is likely to enjoy an advantage 
from the preferential trading relation- 
ship between its branches. When goods 
are scarce and profits high, the integrated 
purchaser is assured of a continued flow 
of supplies within its own organization, 
whereas its non-integrated competitors 
must scramble for supplies. As demand 
increases, the partially integrated pro- 
ducer that not only consumes its own 
product but also sells it on the open 
market may reduce the proportion thus 
sold in order to increase the amounts 
available for its own consumption. In 
doing so, it reduces the open market sup- 
ply and makes the scramble for goods 
worse among the non-integrated. Some 
non-integrated purchasers may be so 
greatly weakened that they are forced to 
shut down or to offer their establish- 
ments for sale at bargain prices. Inte- 
grated concerns which have surplus pro- 


duction at their earlier levels of opera- 
tion are thus encouraged to integrate 
more fully by purchase of the facilities of 
distressed independent customers. Inde- 
pendent suppliers are similarly encour- 
aged to integrate vertically for the first 
time. The survival of independent con- 
cerns at the customer level may be 
jeopardized. 

Conversely, when markets are satu- 
rated and goods are hard to move, a ver- 
tically integrated concern continues to 
use components of its own make and to 
distribute its own manufactures. By dis- 
continuing whatever supplementary pur- 
chases it may previously have made from 
independent suppliers, it may avoid re- 
ducing its productive operations by as 
much as the reduction in the sales of its 
end product. Thus it may transfer a part 
of the impact of a recession from itself 
to those independents. The non-inte- 
grated suppliers, including those who 
formerly sold to the integrated concern, 
must all try to move their goods to inde- 
pendent buyers; and those who succeed 
are likely to sell at prices that have fallen 
more sharply than the prices at which the 
buyers resell. Under such circumstances 
the independent purchaser may fare 
better than the vertically integrated con- 
cern by obtaining supplies below cost; 
but the existence of the independent pro- 
ducer of those supplies may be jeopard- 
ized. Opportunities for purchasers to ac- 
quire their suppliers at bargain rates are 
likely to be plentiful; but lack of funds 
and difficulty in making profits are likely 
to limit severely the number of such 
chances that are actually seized. 

Thus either boom or depression pert- 
mits a vertically integrated concern, by 
preferring self-supply to purchase and 
sale in the market, to transfer risks to in- 
dependent enterprises, enhance its own 
integration, and reduce the relative im- 
portance of the non-integrated. 
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Extensions of Monopoly Power 


When a business enterprise possesses 
monopoly power at one level of produc- 
tion or distribution, vertical integration 
may enable it to extend that power to 
earlier or later levels. Such a case may 
arise occasionally where an illegal mo- 
nopoly has not been broken up. It also 
arises where a part of the integrated con- 
cern’s field of operation lies in a segment 
of the economy that is exempt from the 
general public policy of competition. A 
transportation or communications enter- 
prise, for example, may operate in a field 
to which entry is limited by government 
action and in which regulated monopoly 
prevails. When a monopolistic concern 
extends its operations to include produc- 
tion of what it buys or use of what it sells, 
it can easily broaden the scope of its 
monopoly power. It can favor itself over 
its independent suppliers or customers 
without fear of competition and sub- 
ject only to whatever limit may be im- 
posed by government or by its own for- 
bearance. Thus it may attain a monopoly 
position in these contiguous fields. 

It may then use its unregulated mo- 
nopoly to charge the regulated part of 
the business high prices or to divert prof- 
its from the regulated area to the unregu- 
lated area by paying the regulated part 
of the business low prices. Thus a con- 
cern that has vertically integrated a regu- 
lated monopoly and an unregulated and 
supposedly competitive operation may 
avoid both effective regulation and effec- 
tive competition. The monopoly may 
spread to the competitive area while the 
immunity from surveillance enjoyed in 
the competitive area defeats the purpose 
of regulation. 


The Squeezing of Independents 

The last type of problem that arises 
from vertical integration is closely re- 
lated to the one just considered. It is 


peculiar to the cases in which a large in- 
tegrated concern produces more at the 
early levels of operation than it con- 
serves at the later levels. An integrated 
enterprise thus unbalanced sells its sur- 
plus to independent concerns, and, as a 
user, competes with its own customers. 

If such an unbalanced enterprise op- 
erates under conditions of intense price 
competition at each level, it cannot use 
its dual position for manipulative pur- 
poses. If, however, it has a sufficient de- 
gree of control over the market at the 
earlier level of operation to be able to 
follow an independent price policy, and 
if the competitor-customer does not pos- 
sess a similar independence in price pol- 
icy at the subsequent level of operation, 
the vertically integrated concern can use 
its control to squeeze its competitor-cus- 
tomer at the later level. The squeeze 
consists in charging a price for the end 
product which is low relative to the price 
for the earlier product that is a com- 
ponent thereof. Such a policy reduces the 
operating margin of the competitor-cus- 
tomer, reduces or destroys his profit, and 
deprives him of incentive to expand. In 
the integrated operations of the inte- 
grated concern, it transfers profits from 
the later stages to the earlier stages. In 
the non-integrated operations of this con- 
cern, it maximizes the profit margin from 
sales to the competitor-customer. ‘Though 
it reduces the volume of components 
sold, it tends to increase correspondingly 
the volume of components used in sub- 
sequent integrated fabrication and even- 
tually sold in the form of end-products. It 
is usually a profitable policy. But whether 
it is immediately profitable or not, the 
vertically integrated concern that can 
adopt such a policy is enabled thereby to 
keep its independent customer alive on 
sufferance or drive him out of the mar- 
ket and take over his business at what- 
ever pace it finds most convenient. 
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These, then, are the monopoly prob- 
lems associated with vertical integra- 
tion. They include price discrimination 
through which the big buyer is favored 
and made bigger; the exploitation of a 
thin market with results akin to those of 
monopoly; preferences in periods of mar- 
ket unbalance, through which the verti- 
cally integrated grow at the expense of 
the rest of the business community; ex- 
tensions of monopoly power from one 
stage of production or distribution to 
earlier or later stages; and squeezes 
through which independent fabricators 
may be destroyed. 


VERTICAL INTEGRATION AND PUBLIC 
Po.uicy 


The grounds upon which such prob- 
lems become matters of public concern 
are those which are central in the whole 
antimonopoly policy; that is, extortion- 
ate use of disproportionate bargaining 
power and a tendency to increase the con- 
centration of power by devices that are 
unrelated to functional efficiency. Busi- 
ness enterprises and markets have both 
grown in size, and wherever the growth 
of the largest enterprises has outrun the 
growth of the market, the increase of 
relative size has been associated in one 
way or another with an increase in 
power. Wherever power has become great 
enough to deprive those who deal with 
the powerful concern of adequate oppor- 
tunities for self-protection, a problem has 
appeared, though its form has varied with 
the characteristics of the powerful con- 
cern and of the environment. 

One peculiarity of vertical integration 
is that it provides an opportunity for 
the exercise of significant power by con- 
cerns that are not yet strong enough to 
have monopoly power at a single stage of 


the productive process. Concerns may 
obtain the advantages of price discrimina- 
tion or create the problems of competi- 
tion in thin markets when they are not 
big enough to exercise monopolistic con- 
trol over the prices of what they sell. 
They may build up their power through 
preferential self-supply when markets are 
unbalanced even though they do not 
possess the more common types of power 
to exclude independent competitors from 
the market. 

A second peculiarity is that power en- 
joyed at one level of business activity may 
be extended by the vertically integrated 
concern to earlier or later levels and thus 
enhanced at the first level. Power grows 
by preferential self-supply, by discrimi- 
natory pricing, and by the squeeze. Power 
that was not great enough to be called 
monopolistic may be increased until it 
becomes monopoly power. Power that 
was monopolistic may be consolidated 
and extended. 

These peculiarities determine the 
shape of the problems of public policy 
that cluster around vertical integration. 
Public authority must intervene to elimi- 
nate unregulated monopoly and to pre- 
vent the spread of regulated monopoly 
into unregulated fields. It must find 
means to check accretions of power that 
end in monopoly. It must explore quasi- 
monopolistic relationships to determine 
how far intervention is desirable. It may 
act either by curbing objectionable be- 
havior or by breaking up vertical integra- 
tions that lend themselves to abuse or by 
both methods. But it must provide satis- 
factory ways of limiting the private exer- 
cise of power without destroying the basic 
freedom of business to experiment with 
various types of vertical business struc- 
tures. 
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AN ANALYSIS OF PURCHASE RATES 
BY CITY SIZE 


ARTHUR G. AUBLE and HARPER BOYD* 
Northwestern University 


N market analysis, a manufacturer or 

distributor is often interested in the 
per household or per capita purchase 
rates in cities of different sizes: is the av- 
erage household purchase rate higher in 
a large city than in a small city? He 
may utilize this information in allocat- 
ing his advertising budget, in establish- 
ing sales quotas, or in some other way. 
A statistician designing a sample may 
utilize this information in deciding how 
to stratify the population. A question 
which arises, however, is this: should resi- 
dents of an incorporated city of 12,000 
which is a suburb of a city of 200,000 be 
considered, for purposes of analysis, as 
residents of a city of 12,000 or as resi- 
dents of a city of 200,000? 

For example, purchase rates may be 
presented in a table such as this: 


Purchases per 
City Size Household 
(a) Farm XXX 
(b) Under 2,500 XxX 
(c) 2,500—10,000 XxX 
(d) 10,000—50,000 XxX 
(e) 50,000—100,000 xxx 
(£) 100,000—5,00,000 XXX 
(g) 500,000 and over XXX 


In such a case, should the households 
in the suburb of 12,000 be placed in 
category (d) or category (f)? A possible 
answer to the question is that the groups 
should be made as homogeneous as possi- 
ble. In other words, that classification 
system is most valuable in which the 

* The authors wish to thank Mr. Samuel G. Bar- 


ton and Mr. Stanley Womer for their cooperation 
in the preparation of this article. 


items within each group are most simi- 
lar. The differences between groups are 
then greater and clearer than they are 
in a classification system in which each 
group is heterogeneous. This article de- 
scribes one method of finding which 
classification system produces the more 
homogeneous groups. 

The question arose specifically when 
the 1950 Bureau of Census definition of 
metropolitan areas became available. 
Briefly, the Bureau of the Census defined 
as a metropolitan area a county which 
contained a city of 50,000 or over and cer- 
tain homogeneous adjoining counties or 
minor civil divisions. The writers wished 
to discover whether, with respect to the 
purchase of food, drug, and certain 
household care items, all households 
could be treated within a metropolitan 
area as though they were part of the cen- 
tral city of that area. In other words, do 
households in the suburbs behave in the 
same way as households in the central 
city? And, do farmers in the county be- 
have in the same way as those living in 
the central city? The writers were particu- 
larly interested in this last question. Al- 
though some counties included in metro- 
politan areas are almost wholly urban, 
there are other counties in metropolitan 
areas which contain several farmers. 

The problem was handled in two ways. 
First, a question was raised as to whether 
for greater homogeneity within groups, 
it is better to classify households by their 
corporate city or by the size of the central 
city of the metropolitan area, as defined 
by the Bureau of the Census, in which 
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they fall. Second, for greater homoge- 
neity within groups, is it better to define 
a metropolitan area as one which con- 
tains a central city of 50,000 or more or 
as one which contains a central city of, 
say, 500,000 or more? 


How to Classify Households 


In answering this first question, four 
product classes were selected which a pre- 
vious study showed had purchase rates 
that varied widely from large city to 
small city to farm. These were a baking 
ingredient, a personal-care item, a canned 
juice, and a cereal. The source of the pur- 
chase information was the National Con- 
sumer Panel of the Market Research Cor- 
poration of America (formerly Indus- 
trial Surveys Company) which consists of 
a quota sample of over 4,000 households 
who mail to the company’s central office 
a weekly diary in which the purchases 
of certain items are recorded. Their pur- 
chases for July, August, and September 
of 1950 were combined. Because this par- 
ticular sample is not of random (or prob- 
ability) design, no sampling errors are 
computed in this paper. 

Each household was then classified as 
to whether it was inside or outside of the 
168 Census-defined metropolitan areas. 
Each household was then further classi- 
fied by its corporate city size: farm, under 
2,500, 2,500-10,000, 10,000-50,000, and 
over 50,000. The average household pur- 
chase rates were computed for each 
group. 

These purchase rates are plotted be- 
low in Figure 1. The dots represent the 

*In New England, the boundaries of metropolitan 
areas sometimes follow “town” lines (in other parts 
of the country these would be called township lines) 
instead of county lines. This has proved awkward for 
some purposes. The editors of Sales Management, 
for example, believe that it is more feasible to re- 
group certain New England metropolitan areas so 
that counties are not broken. In this study, we were 


able, however, to follow the Census-defined bound- 
aries exactly. 


average purchase rates of households out- 
side of the metropolitan areas and the 
small x’s represent average purchase rates 
of households inside of metropolitan 
area. The thin horizontal line is drawn 
through the average purchase rate of 
households in cities over 50,000. The ver- 
tical scale is arithmetic and the bottom 
line is zero. The magnitudes of the scales 
are irrelevant. 

It will be noticed that, except for the 
farmers, the purchase rates of the “‘subur- 
banites” are nearer to those of the central 
city households than they are to the rates 
of households in cities of the same cor- 
porate size outside of the metropolitan 
areas.? So far as these products are con- 
cerned, then, the groups are more homo- 
geneous if non-farm households inside 
metropolitan areas are treated as resi- 
dents of cities over 50,000.* Apparently, 
and this is not surprising to discover, cor- 
porate limits are artificial social and eco- 
nomic lines, and families within metro- 
politan areas on both sides of corporate 


*There are, of course, sampling errors in these 
figures, but the tendencies for the small x’s to cross 
over the thin lines as the corporate city size increases 
may indicate this: household purchase rates of the 
canned juice and the personal care item are probably 
higher in the suburbs than in the central cities. The 
Opposite appears to be true of the cereal. For the 
baking ingredient, the rate is fairly constant in sub- 
urban cities of 2,500 and up. 

*The sample is probably not large enough to 
answer a further, more detailed question: how do 
residents of a 12,000 (for example) suburb to a city 
of 80,000 compare with those of a 12,000 suburb to 
a city of 300,000. Admittedly, all that has been es- 
tablished so far is that the suburbanites of all cities 
over 50,000 are more like central city households in 
all cities over 50,000 than they are like cities of the 
same corporate size outside of metropolitan areas. 

Another problem which has arisen is whether met- 
ropolitan areas, once defined, should be classified ac- 
cording to their combined population or according 
to the population of the central city. If the first rule 
is followed, the Boston Metropolitan area, for ex- 
ample, with a combined population of over 2,000,000 
would fall in an “over 1,000,000” class. If the second 
rule is followed, it would fall in a “500,000-1,000,000” 
class because the central city, Boston, has a popula- 
tion of only 800,000. 
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Fic. 1. Purchase Rates per Family by City Size 
For families inside and outside of metropolitan areas in which the central city is over 50,000; third 
quarter, 1950. 
(x — Average purchase rate of families inside metropolitan areas) 
(o — Average purchase rate of families outside metropolitan areas) 
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limits have similar purchasing rates of 
these products. 

The farmers constitute another prob- 
lem here. The purchase rates of those in 
metropolitan areas lie roughly half-way 
between the purchase rates of central city 
residents and the purchase rates of other 
farmers. In the case of the personal-care 
item, it appears that all farmers, inside 
and outside of metropolitan areas, might 
well be grouped together. With respect 
to the cereal and the baking ingredient, 
the opposite is true: the farmers in met- 
topolitan areas should more properly be 
grouped with the city dwellers. In the 
case of the canned juice, it would appear 
immaterial which procedure is followed. 
All in all, for the analysis of items dis- 
cussed here, the farmers inside of metro- 
politan areas can probably be grouped 
with the others in the areas with no harm 
done. But there certainly must be prob- 
lems in which these farmers should be 
treated outside of metropolitan areas.‘ 


*The new concept of “urbanized areas,” described 
by the Bureau of the Census in the release, “Urban- 
ized Areas—New Statistical Areas for the 1950 Cen- 
sus,” November 15, 1949, should be extremely useful 
in separating out farmers. The Bureau of the Census 
intends to draw ragged lines around large cities to 
include not only contiguous incorporated places but 
also unincorporated areas of certain densities. These 
areas should be more homogeneous, for purposes dis- 
cussed in this paper, than metropolitan areas which 
follow county (and “town”) lines and therefore take 
in a certain amount of rural area. 

Two other new Census concepts should be men- 
tioned here. One is that of the “urban place.” An 
urban place is an incorporated place or an unincor- 
porated area of a certain population density. (They 
are different in part from the places classified as ur- 
ban under special rules in 1940.) These places, with 
their populations, are listed in the Bureau of Census 
release, “Population of Urban Places: April 1, 1950,” 
Preliminary Counts, Series PC-3, No. 8, January 11, 
1951. 

The other new concept which the Bureau of Cen- 
sus has developed is that of “State Economic Areas.” 
Under this scheme, the whole country—metropolitan 
and non-metropolitan—is divided into “State Eco- 
nomic Areas.” Each area consists of “a county or 
group of counties which has agricultural, industrial, 
and social characteristics than differentiate it from 


In general, though, the conclusion is 
that all of the households in a Census 
metropolitan area are best grouped with 
the central city in a city size analysis of 
purchase rates of these selected food, 
drug, and household care items. This is 
the answer to the first problem under 
consideration. 


How to Define Metropolitan Areas 


The second problem is one of how 
metropolitan areas are best defined. 
Should metropolitan areas be defined as 
all those with central cities over 50,000 
or all of those with central cities of some 
other size, say 100,000, 250,000 or 
500,000? Although the sample is not 
large enough to permit drawing this line 
exactly, the results of using 500,000 in- 
stead of 50,000 as the dividing line have 
been compared. 

This problem has been approached by 
the writers in this way. Assume that 
metropolitan areas have been defined as 
those with central cities over 500,000. 
There are other areas with central cities 
from 50,000 to 500,000 which might be 
defined as metropolitan areas. (These 
are referred to here as the “‘50,000-500,- 
ooo areas.””) Visualize City A, a suburb 
of, say, 12,000 in a 50,000-500,000 area 
and City B, an isolated city of 12,000 
outside of all metropolitan areas. If the 
average purchase rates of households in 
City A are nearer those of central cities 
of 50,000 to 500,000 than they are to 
those of City B, City A would well be 
treated as a city of 50,000 to 500,000. 
Such seems to be the case in Figure 2. On 
that chart, the small x’s are the average 
purchase rates in cities inside the ‘‘50,000- 
500,000 areas” and the dots are purchase 
rates in cities outside of all metropolitan 


other adjoining areas.” (“State Economic Areas of 
the United States,” Series Census—BAE, No. 15, Au- 
gust 3, 1950, one page with accompanying map.) 
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Fic. 2. Purchase Rates per Family by City Size 
Third Quarter, 1950 


x — Average purchase rate of families inside metropolitan areas with central cities of 50,000 to 500,000 
® — Average purchase rate of families outside all metropolitan areas (those with central cities of 50,000 
and over) 
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areas. The thin horizontal line is an un- 
weighted average of the purchase rates 
of corporate cities 50,000-100,000 and 
100,000-500,000 inside of ‘‘50,000-500,- 
000 areas.” The dots are closer to this line 
than they are to the x’s for non-farm 
households. The farmers raise about the 
same problem discussed above. Farmers 
inside the ‘‘50,000-500,000 areas’ do not 
clearly belong with the central city house- 
holds or with other farmers. They could 
be treated equally well either way. 

In general, the conclusion is that, for 
the purposes discussed here, it is better 
to define a metropolitan area as one con- 
taining a city over 50,000 than it is to 
define it as one containing a city over 
500,000. 


SUMMARY 


1. So far as the four products studied in 
this article are concerned, the variation 
in average household purchase rates be- 
tween farms and cities of different sizes 
is best studied if the suburbs of a large 


city are placed in the same city size group 
as its central city. 

2. The new metropolitan areas (central 
city over 50,000), defined by the Bureau 
of Census in 1950, serve as satisfactory 
boundaries for defining such suburbs. In 
other words, purchase rates of the non- 
farm households inside these areas are 
closer to the central city purchase rates 
than they are to the rates of households 
in cities of the same corporate size out- 
side of the metropolitan areas. 

3. Average household purchase rates of 
farms inside metropolitan areas lie be- 
tween central city purchase rates and the 
rates of farms outside metropolitan areas. 
It would be equally satisfactory to com- 
bine them with the central cities or with 
the other farms. 

4. For the purposes discussed in this ar- 
ticle, greater homogeneity is obtained by 
defining metropolitan areas as those con- 
taining central cities over 50,000 than by 
defining them as areas containing central 
Cities Over 500,000. 
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SHORT-CUT METHODS OF FORECASTING CITY POPULATION* 


ARKET analysts often need city pop- 
ulation forecasts, but lack the time, 
money and demographic know-how to 
make them with the required accuracy 
and speed.? Available forecasts by cham- 
bers of commerce are notoriously over- 
optimistic, and projections reported by 
city planning commissions are seldom an 
improvement. The market analyst is thus 
forced to rely on his own resources. Un- 
fortunately, he is seldom a specialist in 
demographic prognostication, and, even 
if he is, can hardly hope to devote more 
than a short time to making the necessary 
projections. 

Under these circumstances, the analyst 
wants to know, first, what short-cut meth- 
ods of forecasting city population are 
available, and second, how accurate they 
are. Unfortunately, no complete, up-to- 
date answer to these questions appears in 
recent literature. The present paper at- 
tempts a first approximation of such an 
answer. 

At least a dozen distinct methods of 
forecasting city population have been 
proposed or used during the past thirty 
years. Most popular, objective, and read- 
ily used of this number are the analogy 
method, arithmetic and geometric pro- 
jection, the logistic curve, and both short 
and long forms of the ratio method. 
Others are either far more complex, less 
frequently used, or dependent on subjec- 

* Rose Alma Stutzman assisted in the computa- 
tional phases of the study. 

1 Margaret J. Hagood and Jacob S. Siegel, “Popu- 
lation Projections for Sales Forecasting,” Journal of 


the American Statistical Association, Vol. 47, No. 259, 
September, 1952, pp. 524-540. 


tive factors. This latter group includes 
techniques based on birth, death and mi- 
gration rates, holding capacity, employ- 
ment prospects, correlation analysis, the 
chance distribution of cities of various 
size groups, and income trends. An em- 
pirical evaluation of the short-cut meth- 
ods (the first group) is the primary pur- 
pose of the present paper. 


Most PopuLar METHODS 


The analogy method forecasts city 
population by averaging trends in other 
cities which attained the same popula- 
tion at an earlier date. A 1950-1960 pro- 
jection for Los Angeles, for example, 
would be based on the average of the in- 
creases recorded for New York City be- 
tween 1881 and 1891, Chicago between 
1906 and 1916, and Philadelphia be- 
tween 1943 and 1953—the decades fol- 
lowing the years (selected by interpola- 
tion) when each reached the 1950 popu- 
lation of Los Angeles. The analogy 
method has been described by Houser, 
Chamberlain and Crawford, Menhinick, 
and the editors of Planning Advisory 
Service. An early example of its use is 

*G. C. Houser, “How Accurately Can Engineers 
Predict Future Population Growth of Cities?” The 
American City, Vol. 39, No. 3, September, 1928, pp. 
124-126. Leo M. Chamberlain and A. B. Crawford, 
The Prediction of Population and School Enroll- 
ment in the School Survey (Lexington: University 
of Kentucky, March, 1932), pp. 8-9. Howard K. Men- 
hinick (ed.), Local Planning Administration, 2nd 
edition (Chicago: The International City Manag- 
ers’ Association, 1948), pp. 70-71. American Soci- 
ety of Planning Officials, Population Forecasting, 
“Planning Advisory Service, Information Report No. 
17” (Chicago: American Society of Planning Officials, 
August, 1950), p. 5. 
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a forecast for Seattle made in 1925 by the 
Skagit Engineering Commission; others 
are Bartholomew’s Knoxville study and a 
projection for Detroit.® 

Arithmetic and geometric projection 
involve extrapolation of trend lines fitted 
(preferably by the method of least 
squares) to population data for earlier 
years. Arithmetic projection assumes a 
constant amount of increase or decrease; 
geometric projection assumes a constant 
percentage of increase or decrease. These 
techniques have been described by 
Houser, Chamberlain and Crawford, 
Lewis, the editors of Planning Advisory 
Service, and McLean.* Both types have 
been used, alone or in combination, in 
Seattle, the New York region, Vancouver, 
and Broome County, New York.® 

The logistic curve is a special type of 
fitted trend curve. Its classic application 
at the city or metropolitan level occurred 
in 1923, when Pearl and Reed extrapo- 
lated the curve for the New York region 


* Municipal Reference Division of the Seattle Pub- 
lic Library (compiler), The Population of Seattle, 
Censuses and Estimates, Past, Present and Future 
(Seattle: Public Library, April, 1929), pp. 8-9 and 13. 
Harold MacLean Lewis, City Planning, Why and 
How (New York and Toronto: Longmans, Green 
and Co., 1939), p. 137- J. Rowland Bibbins, “Fore- 
casting City Growth,” National Municipal Review, 
Vol. 18, No. 9, September, 1929, pp. 563-564. 

*G. C. Houser, loc. cit. Leo M. Chamberlain and 
A. B. Crawford, op. cit., pp. 8-9 and 15. Harold Mac- 
Lean Lewis, op. cit., pp. 138-139. American Society 
of Planning Officials, op. cit., p. 4. John E. McLean, 
“More Accurate Population Estimates by Means of 
Logistic Curves,” Civil Engineering, Vol. 22, No. 2, 
February, 1952, pp. 35-37- 

5 Municipal Reference Division of the Seattle Pub- 
lic Library (compiler), op. cit., pp. 8-9. Thomas 
Adams, Harold M. Lewis and Theodore T. McCro- 
sky, Population, Land Values and Government (‘‘Re- 
gional Survey, Vol. II”) (New York: Regional Plan 
of New York and Its Environs, 1929), pp. 110-114. 
Harland Bartholomew and Associates, A Plan for 
the City of Vancouver, British Columbia, 1930 (Van- 
couver: Town Planning Commission, 1930), p. 31. 
Irving Crespi, Population Predictions for Broome 
County (Binghamton, N. Y.: Broome County Plan- 
ning Board, April, 1950), pp. 10-11. 


to 2100 A. D.° A variation of this curve, 
as applied to the New York region, was 
later proposed by Wilson and Luyten.” 
More recently the logistic curve has been 
used in forecasts for Cincinnati, Flint, 
the counties of California, and Broome 
County, New York. It was first evaluated 
by Engelhardt and Chamberlain and 
Crawford.® The logistic has since been 
described or illustrated by Lewis, Plan- 
ning Advisory Service, and McLean.?° 
The ratio method works with extrapo- 
lated trends in the ratio of small areas to 
larger areas, and existing forecasts for the 
latter. In the long form of this method, 
the ratios of city to state, state to region, 
and region to nation are projected and 
applied; in the short form, all intermedi- 
ate areas are by-passed. The method has 
been described by Menhinick, Planning 
Advisory Service, Schmitt and Crosetti, 
Loomer, and Bureau of the Census staff 
members.11 Goodrich applied this tech- 


*Raymond Pearl and Lowell J. Reed, Predicted 
Growth of Population of New York and Its Environs 
(New York: Plan of New York and Its Environs, 
1923). 

* Thomas Adams, Harold M. Lewis and Theodore 
T. McCrosky, loc. cit. 

* Warren S. Thompson, The Population of the 
Cincinnati Metropolitan Area, Cincinnati: City 
Planning Commission, December, 1945, p. 117. Rob- 
ert C. Schmitt, The Future Population of Metro- 
politan Flint (Ann Arbor: Institute for Human Ad- 
justment, University of Michigan, July, 1947). Wil- 
liam A. Spurr, Forecasts of California’s Population 
and Production, 1950-1960 (Stanford: Graduate 
School of Business, Stanford University, 1949), pp. 
13-14. Irving Crespi, loc. cit. 

*Fred Engelhardt, Forecasting School Population 
(New York: Teachers College, Columbia University, 
1925), Part II, Chapter I. Leo M. Chamberlain and 
A. B. Crawford, op. cit., pp. 8-9 and 18. 

* Harold MacLean Lewis, op. cit., p. 136. Ameri- 
can Society of Planning Officials, op. cit., p. 6. John 
E. McLean, loc. cit. 

* Howard K. Menhinick (ed.), op. cit., p. 70; Amer- 
ican Society of Planning Officials, op. cit., p. 5; Rob- 
ert C. Schmitt and Albert H. Crosetti, “Accuracy of 
the Ratio Method for Forecasting City Population,” 
Land Economics, Vol. 27, No. 4, November, 1951, 
pp. 346-348. Harlin G. Loomer, “A Reply,” Land 
Economics, Vol. 28, No. 2, May, 1952, pp. 180-183. 
Robert C. Schmitt and Albert H. Crosetti, “Re- 
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nique to the New York region as early as 
1925.1” In later years it was used for four- 
teen selected metropolitan areas, and for 
Richmond, Cincinnati, Detroit, Sacra- 
mento, Tacoma, Philadelphia, New Or- 
leans, Broome County, New York, and 
Honolulu.” 


OTHER METHODS 
The analytic method is based on sep- 
arate analysis of birth, death and migra- 
tion rates. In its simplest form it uses 


joinder,” Land Economics, Vol. 28, No. 2, May, 1952, 
pp. 183-184. U. S. Bureau of the Census, “Projections 
of the Population by States: 1955 and 1960,” Current 
Population Reports, Series P-25, No. 56, January 27, 
1952 (by Helen L. White and Jacob S. Siegel). 

Ernest Goodrich, “The Statistical Relationship 
Between Population and the City Plan,” Papers and 
Proceedings of the American Sociological Society, 
Vol. XX (Chicago: University of Chicago Press, 
1926), pp. 123-128 (especially pp. 126-127). 

# Warren S. Thompson, Population Problems, end 
edition (New York and London: McGraw-Hill Book 
Co., Inc., 1935), pp. 262-263. Harland Bartholomew 
and Associates, A Preliminary Report on Past, Pres- 
ent and Probable Future Population (Richmond, 
Va.: City Planning Commission, August, 1941), pp. 
35-37. Warren S. Thompson, Population of the Cin- 
cinnati Metropolitan Area, pp. 117-119. Detroit City 
Plan Commission, The People of Detroit (Detroit: 
City Plan Commission, 1946), pp. 4 and 41-43. Paul 
M. Reid, 1970 Population of the Detroit Region (De- 
troit: Regional Planning Commission, October 20, 
1949). Detroit City Plan Commission, A Study of 
Population and Employment Trends in the Detroit 
Metropolitan Area (Detroit; City Plan Commission, 
1949). Paul M. Reid, Population Prospectus for the 
Detroit Region,. 1960 and 1970 (Detroit: Regional 
Planning Commission, October, 1950), p. 8. Van 
Beuren Stanbery and Miriam Roher, Forecasting a 
City’s Future, Sacramento, California (Sacramento: 
State Reconstruction and Re-employment Commis- 
sion, 1946), p. 30. Tacoma City Planning Commis- 
sion, Site—History—Population (Tacoma: City 
Planning Commission, May, 1948), pp. 38-41. Phila- 
delphia City Planning Commission, Population Esti- 
mates, 1950-2000, Philadelphia-Camden Area (Phil- 
adelphia: City Planning Commission, 1948). Har- 
land Bartholomew and Associates, Population, 
Chapter 3 of “The Master Plan for New Orleans,” 
published separately (New Orleans: City Planning 
and Zoning Commission, June, 1949), pp. 7-9. Ir- 
ving Crespi, op. cit., p. 12. Robert U. Schmitt, “Popu- 
lation Projections for Honolulu and Hawaii,” News 
Letter, Hawaii Chapter, American Statistical Associ- 
ation, No. 2, July 29, 1952, pp. 2-3. 


crude rates; a more refined variation, 
known as cohort-survival analysis, works 
with age-sex specific death rates, births 
per 1,000 women of child-bearing age, 
and the estimated age and sex distribu- 
tion of migrants. The analytic method 
has been described by Engelhardt, Cham- 
berlain and Crawford, Menhinick, and 
Planning Advisory Service, and used in 
Cincinnati, Detroit, Tacoma, Broome 
County, New York, and Seattle. 

Holding capacity is another measure 
of the future population of a city. The 
determination of capacity involves anal- 
ysis of vacant land, topography, exist- 
ing platting, zoning provisions, vacant 
dwelling units, and trends in household 
size. Obviously, it is best suited to built- 
up cities with inflexible city limits. This 
method has found application in Detroit, 
Buffalo, Boston, and Seattle. 

Pearl and Reed have suggested the cor- 
relation of annual data on city popula- 
tion and economic variables.* A forecast 
for the economic variable, inserted in the 


“Fred Engelhardt, op. cit., Part I, Chapter III. 
Leo M. Chamberlain and A. B. Crawford, op. cit., 
pp. 8-9 and 17. Howard K. Menhinick, ed., op. cit., 
p- 71. American Society of Planning Officials, op. cit., 
pp. 6-22. Warren S. Thompson, The Population of 
the Cincinnati Metropolitan Area, pp. 121-123. De- 
troit City Plan Commission, The People of Detroit, 
pp- 42, 43, 46 and 48. Paul M. Reid, Population Pro- 
spectus for the Detroit Region, 1960 and 1970, pp. 4, 
9, 24-28. Tacoma City Planning Commission, op. cit., 
pp. 38-41. Irving Crespi, op. cit., p. 8. Robert C. 
Schmitt, The Population of Metropolitan Seattle: an 
Interim Report (Seattle: City Planning Commission, 
December, 1950). 

* Detroit City Plan Commission, The People of 
Detroit, p. 43. Buffalo City Planning Commission, 
Looking at Buffalo’s Population in 1975 (Buffalo: 
City Planning Commission, April, 1949). Boston City 
Planning Board, General Plan for Boston, Prelim- 
inary Report (Boston: City Planning Board, Decem- 
ber, 1950), pp. 36-39. Peter H. Nash, “Techniques 
for Calculating Demographic Changes and Density 
Standards,” Planning 1950 (Chicago: American So- 
ciety of Planning Officials, 1951), pp. 68-79. Seattle 
City Planning Commission, 1951 Planning Progress 
(Seattle: City Planning Commission, April 21, 1952), 

21. 
" ** Raymond Pearl and Lowell J. Reed, op. cit., p. 9. 
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regression equation, would then produce 
a population forecast. 

Goodrich’s method estimates the popu- 
lation of the largest city in a given area 
from data on the number of urban places 
in the area. Goodrich used it to project 
the future population of New York.” 

Other methods have been described by 
Chamberlain and Crawford, Hauser, and 
Stanbery and Roher. The multiple factor 
method presented by Chamberlain and 
Crawford requires extrapolation of past 
trends in various classes of symptomatic 
data. The projected values are then 
translated into population equivalents.’® 
Hauser has developed a method for mak- 
ing qualitative forecasts based on both 
the direction and consistency of past pop- 
ulation trends.’® Stanbery and Roher pre- 
dicted the future population of Sacra- 
mento from assumptions regarding na- 
tional and local income per capita.” 

Techniques described in the preceding 
paragraphs are often used to determine 
employment prospects, which are then 
converted into estimates of future popu- 
lation. Sometimes the population projec- 
tion is based on a forecast of employment 
in one or more primary industries; more 
often, it is grounded in a forecast of total 
employment (both primary and second- 
ary), or even in an estimate of total fu- 
ture labor force. The employment or 


* Ernest Goodrich, op. cit., pp. 123-128. 

*Leo M. Chamberlain and A. B. Crawford, op. 
cit., pp. 8, 9 and 19. 

* Philip M. Hauser, “Population Shifts and In- 
come Changes,” Population Shifts and Postwar Mar- 
kets, “Marketing Series No. 52” (New York: Ameri- 
can Management Association, January 14-15, 1943). 
Philip M. Hauser, “Wartime Population Changes 
and Postwar Prospects,” JOURNAL OF MARKETING, Vol. 
8, No. 3, January, 1944, pp. 238-248. Philip M. 
Hauser and Benjamin J. Tepping, “Evaluation of 
Census Wartime Population Estimates and of Pre- 
dictions of Postwar Population Prospects for Met- 
ropolitan Areas,” American Sociological Review, Vol. 
g, No. 5, October, 1944, pp. 473-480. 

”Van Beuren Stanbery and Miriam Roher, op. 
cit., p. 29. 


labor force forecast may be made by use 
of the ratio method (as in a Cincinnati 
study), product-moment correlation of 
annual local and national economic data 
(as in Flint), or by a more or less sys- 
tematic set of assumptions and empiri- 
cally determined relationships (as in 
studies by the Bell Telephone Company, 
Detroit City Plan Commission, Reid, 
Myklebost, and the Urban Land Insti- 
tute).24 Once an estimate of future pri- 
mary or over-all employment is made, a 
population forecast can be derived from 
assumptions regarding the ratios of pri- 
mary to total employment, total employ- 
ment to labor force, and labor force to 
population. 

This paper tests the first five—the most 
popular—of the above methods (the 
others being subject to too many possible 
variations): the analogy method, arith- 
metic, geometric and logistic projection, 
and the ratio method. 


NATURE OF TESTS 


The authors tested the five short-cut 
methods by making 1940 and 1950 “fore- 
casts” for twenty American cities (from 
1890-1930 data), then comparing the 
“forecasts” with actual enumerated pop- 
ulation for those years. 


™ Victor Roterus, The Economy of the Cincinnati 
Metropolitan Area (Cincinnati: City Planning Com- 
mission, December, 1946), pp. 63, 64 and 74. Robert 
C. Schmitt, The Future Population of Metropolitan 
Flint. Victor Roterus and Robert C. Schmitt, “Short- 
Range Forecasting for Municipal Purposes,” Busi- 
ness Information Service, Bureau of Foreign and Do- 
mestic Commerce, April, 1951. Fred H. Sterns, 
“Methods of Forecasting Future Population,” Pub- 
lic Management, Vol. 12, No. 11, November, 1930, 
PP- 545-548. Detroit City Plan Commission, The 
People of Detroit, pp. 42-43. Paul M. Reid, Popula- 
tion Prospectus for the Detroit Region, 1960 and 
1970, pp. 8, 17-24. Hallstein Myklebost, “Population 
Forecasts by Simple Methodology,” Land Economics, 
Vol. 26, No. 3, August, 1950, pp. 308-311. Urban 
Land Institute, Planning Community Facilities for 
Basic Employment Expansion, “Urban Land Insti- 
tute Technical Bulletin No. 16” (Washington: Ur- 
ban Land Institute, September, 1951), p. 9. 
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This approach, it should be noted, is 
identical to that used previously for an 
evaluation of the ratio method.” The 


present paper represents an extension of. 


the earlier analysis to four additional 
forecasting techniques, in a manner in- 
tended to preserve full comparability 
with the original study. 

The five most populous cities in each 
census region in 1930 were selected for 
study. Cities chosen from the Northeast- 
ern States, in order of 1930 population, 
were New York, Philadelphia, Boston, 
Pittsburgh, and Buffalo; from the North 
Central States, Chicago, Detroit, Cleve- 
land, St. Louis, and Milwaukee; from the 
South, Baltimore, Washington, D. C., 
New Orleans, Louisville, and Houston; 
and from the West, Los Angeles, San 
Francisco, Seattle, Portland, and Denver. 
The twenty cities ranged from 287,861 to 
6,930,446 in total 1930 population. The 
fastest growing, Los Angeles, increased 
2,357 per cent between 1890 and 1930 
and 288 per cent between 1910 and 1930. 
The slowest growth, that recorded by 
Boston, was 74 per cent between 1890 
and 1930 and 16 per cent between 1910 
and 1930. These cities were the same 


ones selected previously.” 


Forecasts for the twenty corresponding 
standard metropolitan areas were also 
analyzed. Because of limitations of time, 
space, and data, however, the analogy 
method and short form of the ratio 
method were excluded from the metro- 
politan-level testing. 

The estimates made by the analogy 
method were based on the 1880-1930 
growth patterns of all American cities 
which had reacued the 1930 population 
of the city under study sometime be- 
tween 1880 and 1920. The Chicago pro- 

™ Robert C. Schmitt and Albert H. Crosetti, “Ac- 
curacy of the Ratio Method for Forecasting City 


Population,” p. 347. 
* Ibid. 


jection by this method was based entirely 
on the experience of New York, the only 
larger city with which it could be com- 
pared. In contrast, forecasts for Denver 
and Houston could be based on past 
trends for numerous older and larger 
cities. Of necessity, this method is inap- 
plicable to the largest city in the country, 
thus limiting the sample to nineteen 
(rather than twenty) cities. 

The arithmetic and geometric projec- 
tions were based on “least squares” trend 
lines fitted to 1890, 1900, 1910, 1920 and 
1930. 

The logistic curves were, for the most 
part, fitted to census data for 1890, 1910 
and 1930 by the method of selected 
points.** In several cases, however, it was 
necessary to select different years (1850, 
1890 and 1930 in the curve for Houston 
being the most widely spaced), and in 
two metropolitan projections the data 
precluded computation by formula. In 
the latter instances, a freehand approxi- 
mation of the logistic curve was the only 
possible solution. 

Two forms of the ratio method were 
evaluated. The first (long form) intro- 
duced three intermediate areas—region, 
state, and metropolitan area. The second 
(short form) worked directly from na- 
tional to city population. Either a logis- 
tic or straight “least squares” trend line 
was fitted to the 1890-1930 values for each 
series of ratios, and extrapolated to 1940 
and 1950. The extrapolated ratios were 
applied to enumerated 1940 and 1950 
U. S. population, although in actual prac- 
tice ratios must be applied to forecasts of 
national population. Accuracy of the ra- 
tio method may therefore be somewhat 
overstated by the test. Full information 
and implications regarding this phase of 


™*See Frederick E. Croxton and Dudley J. Cow- 
den, Applied General Statistics (New York: Prentice- 
Hall, Inc., 1940), p. 452. 
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TABLE 1.—PERCENTAGE FORECASTING ERROR 


Mean percentage forecasting error (signs disregarded) 


Cities Standard metropolitan areas 
1940 1950 1940 1950 
Method forecasts forecasts forecasts forecasts 
Amalogy 34-9 61.8 (*) (*) 
GEOMEMTIC 33-0 61.0 24.2 37-4 
Logistic 8.8 10.6 11.8 21.8 
Ratio (short form) .............+-.++- 9.3 15.6 (*) (*) 
Ratio (long form) ..............-+.+- 9-3 15.5 9.0 16.2 
* Not tested. 
TABLE 2.—CRITICAL (T) RATIOS 
Cities Standard Metropolitan 
Areas 
Year and method Logistic Ratio (long) Arithmetic Ratio (long) 
1940 forecasts 
Analogy *5.55 *5.22 
Geometric *4.32 *4.16 *3.63 *3.45 
LOgistic 0.23 0.83 0.85, 
Ratio (short form) 0.25 0.00 
Ratio (long form) 0.23 0.12 
1950 forecasts 
*4.71 *4.14 *3.00 *2.83 
1.40 1.43 1.19 
Ratio (long form) 1.40 0.28 


* Significant at the .o5 level. 


the study are given in the original re- 
view of the ratio method.”® 


RESULTS OF TESTS 


Degree of forecasting error was an- 
alyzed with respect to method, type of 
area (city vs. metropolitan area), and 
length of projection. Table 1 presents av- 
erage percentage error, signs disregarded, 
for each method, area and time. Because 
these average errors were based on a 
sample of only twenty cities or standard 
metropolitan areas, it was necessary to 
evaluate their statistical significance by 


* Op. cit., p. 347- 


computation of critical ratios, summa- 
rized in Table 2.76 

Greatest accuracy in forecasts for cen- 
tral cities was obtained with the logistic 
curve and two forms of the ratio method. 
Ten-year projections (that is, 1940 “fore- 
casts” based on data for 1930 and earlier 
years) showed an average error, signs dis- 
regarded, of 8.8 per cent for the logistic 
curve and 9.3 per cent for either form 
of the ratio method. This difference in 


* The critical (or T) ratio equals the difference of 
the sample means divided by the estimated standard 
error of their difference. See Robert Ferber, Statisti- 
cal Techniques in Market Research (New York: Mc- 
Graw-Hill Book Co., Inc., 1949), pp. 118-120. 
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results was not significant at the .o5 level. 
Twenty-year projections (that is, 1950 
“forecasts” based on data for 1930 and 
earlier years) had an average deviation 
of 10.6 per cent by logistic extrapolation 
and between 15 and 16 per cent for the 
two forms of the ratio method. These 
differences, while large, were not signif- 
icant at the .o5 level, largely because of 
the wide scatter of errors found in the es- 
timates. 

Considerably larger average errors re- 
sulted from use of arithmeticand geomet- 
ric projection and the analogy method in 
forecasts for central cities. Average er- 
rors by arithmetic projection were 14.2 
per cent over a 10-year period and 18.8 
per cent in twenty years. These average 
deviations were significantly higher (at 
the .o5 level) than the means previously 
noted for the logistic curve, but did not 
differ significantly from those obtained 
for the ratio method. Geometric projec- 
tion and the analogy method produced 
average errors of one-third in 10-year 
forecasts and almost two-thirds in 20-year 
projections—all significantly higher than 
deviations under either logistic projec- 
tion or the ratio method. 

At the metropolitan level, best results 
were obtained by arithmetic projection, 
the logistic curve, and the long form of 
the ratio method. Average error for the 
ratio method was g.0 per cent over a 10- 
year period and 16.2 per cent in twenty 
years. Arithmetic projection produced 
mean errors of 9.3 and 15.2 per cent, re- 
spectively. Average deviation shown for 
the logistic curve ranged from 11.8 to al- 
most 22 per cent. Arithmetic projection 
and the ratio method differed signifi- 
cantly neither from each other nor from 
the logistic curve. The geometric method, 
however, was much less accurate, and 
there is little reason to believe that the 
analogy method, not tested at the metro- 


politan level, would have been any 
better. 


CONCLUSIONS 


Two warnings would seem in order 
regarding the validity of this study. 

First, relative accuracy or inaccuracy 
of the various methods tested should not 
be considered apart from the time period 
of projection. These methods were rated 
with respect to their accuracy over a 10- 
year period ending in 1940 and a 20-year 
period ending in 1950. These decades 
were chosen for the very obvious reason 
that they were the most recent for which 
census information was available. Yet it 
must not be forgotten that the 1930-1940 
span was one of abnormally slow city 
growth, the 1940-1950 period was one of 
equally abnormal rapid growth, and 
both witnessed a hitherto unprecedented 
movement of the population from cen- 
tral cities to their suburbs. These unu- 
sual conditions could hardly fail to be 
reflected in the findings of this study. 
Their effect is especially noticeable in 
average errors given for arithmetic, geo- 
metric and logistic projection. Unfortu- 
nately, the United States has not experi- 
enced a “normal” period of growth for 
many years. Thus, no easy way of over- 
coming this methodological dilemma is 
in evidence. 

A second warning applies to the rather 
high average errors listed for the various 
methods. It may be somewhat startling 
to read that average deviation for the 
method of choice was almost nine per 
cent in a 10-year city forecast, and even 
higher for metropolitan areas and longer 
projections. A competent population an- 
alyst, however, would rarely apply a sin- 
gle method indiscriminately to a large 
number of cities, as was done in the pre- 
ceding tests. He would first check each 
method for its applicability to each indi- 
vidual city. He would plot that city’s past 
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growth, and see how closely the trend 
line suited the data; he would try to 
guess at postcensal developments that 
might impinge on the area’s future; fi- 
nally, he would draw on his own geo- 
graphic knowledge, to match his impres- 
sions regarding the character and pros- 
pects of each city against the results likely 
to emerge from each projection tech- 
nique. A flexible approach of this kind 
would go far to ensure a lower average 
error in practice than appears in the pres- 
ent study. 

Despite these shortcomings, however, 
the preceding analysis permits at least 
four tentative conclusions: 


1. The logistic curve, arithmetic projec- 
tion, and two forms of the ratio method 
produced almost equally accurate re- 
sults, on the average, in population fore- 
casts for cities and metropolitan areas. 


These four were much more accurate 
than either geometric projection or the 
analogy method. 

2. Twenty-year forecasts were less accurate 
—but not excessively so—than projections 
covering only a 10-year period. 

3. Metropolitan forecasts differed little from 
forecasts for central cities in degree of 
accuracy. 

4. There is no fool-proof short-cut method 
of forecasting city population. Even the 
best short-cut techniques currently avail- 
able produced appreciable errors, and 
there is no guarantee that more time-con- 
suming methods would have materially 
reduced this degree of error. 


RosBert C. SCHMITT 
John Child & Company 
Honolulu, Hawaii 

ALBERT H. Crosett1 
City Planning Commission 
Seattle, Washington 


THE COVER LETTER 


N marketing research, as well as many 
I other industrial fields where surveys 
perform a valuable function, question- 
naires are constructed with great care and 
accuracy. The wording is chosen for the 
reader’s level; an attempt is made to elim- 
inate any possibility of ambiguity in in- 


terpretation; the number of questions is 


carefully weighed; the physical “lay-out” 
of the questionnaire is debated for hours; 
and a thousand and one other details of 
this important document are examined, 
evaluated and pondered. Finally the stars 
smile down, the envelopes are sealed and 
then carefully deposited with the United 
States Postal Service. Now all that is nec- 
essary is to wait for the postman to return 
with mail bags bursting with question- 
naires which have been completed. All 
too often, however, the results are most 


disappointing, and the percentage of re- 
turns is poor. 

Gazing into the crystal ball to find the 
reason for the results may produce a star- 
tling answer. Every detail of the ques- 
tionnaire was handled according to “text- 
book directions.” Where then, did the 
difficulty lie? 

The crystal ball’s answer, the cover 
letter, may certainly come as a shock to 
many research experts, for it is a factor 
in questionnaire construction which has 
all too often been taken for granted. 
There can be no doubt, however, that 
more questionnaires have gone into the 
wastebasket because of the haughty, ster- 
eotyped and formal tone of the cover 
letter, than because of the make-up and 
construction of the questionnaire itself. 

This then is a key to large scale returns 
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of questionnaires: a cover letter that will 
require the prospective respondent to 
complete the questionnaire and return it 
immediately to its source. In no case 
should the cover letter be thought of as a 
“necessary vehicle” for the question- 
naire; it is, rather, one of the most impor- 
tant factors in determining the percent- 
age of questionnaire returns. 

The good cover letter may contain sev- 
eral definite attributes that will contrib- 
ute to a successful survey. The number 
of these attributes and the relative posi- 
tion in the cover letter depend on such 
factors as the individual type and intel- 
lectual level of the prospective respond- 
ent, the topic under consideration, and 
other questions relevant to the subject. 
In any event, it is probably valuable to 
enumerate these attributes of the cover 
letter and briefly discuss each; they are 
basic, and common to every cover letter 
if a measure of success is to be achieved. 


The Purpose of the Survey Should be 
Stated 


Certainly the respondent is entitled to 
know why he has been asked to spend 5 
to 50 minutes of his time on a question- 
naire. It isn’t necessary to go into great 
detail on what the questionnaire results 
may or may not determine, or how those 
results will be used, but the cover letter 
that does give the reader the basic 
“why’s” and ‘“‘wherefore’s” of the survey, 
usually receives careful attention. 

The individual who has been taken 
into the confidence of the questionnaire 
designer is usually a much more willing 
respondent than one who has simply 
been asked to carry through the job with- 
out any further explanation. The psy- 
chological factor of becoming part of the 
surveying group with an awareness of the 
goals, is extremely important. Certainly 
thousands of tests in industry and educa- 
tion have proved that when individuals 


are told the purpose and goals of a task, 
their performance is invariably better 
and more cooperative than in situations 
where such an approach is not used. 

There is still another consideration in- 
volved in this same area: interest. When 
a questionnaire is found to be interest- 
ing, it will be completed more readily 
than one which is not. Thus if interest 
for the questionnaire can be aroused in 
the cover letter, through an explanation 
of the purpose of the survey, such a step 
is wise. 


The “You Attitude” in the Cover Letter 


The “you attitude” has received a 
great deal of attention from commerce 
and industry in recent years. This is as it 
should be, for the recipient of a commu- 
nication likes to feel that his welfare was 
uppermost in the mind of the individual 
who designed the questionnaire. Thus 
if it can be pointed out in the cover letter 
how the respondent’s answering of the 
questionnaire will benefit him, as well 
as the research agency, the former will 
certainly be much more inclined to fill 
out the forms. 

On the whole, Mr. Doe is not particu- 
larly concerned with the gains that will 
accrue to the surveying agency from the 
answers to thousands of completed ques- 
tionnaires, or how a specific company’s 
products or services will be improved: he 
is interested in what the results of such 
an investigation will do for him. The 
cover letter should, therefore, make every 
effort to illustrate the advantages which 


will be gained by the respondent if he 


completes and returns the questionnaire. 
In some instances this might be very diffi- 
cult, for there may be little if anything 
that can honestly be stated. However, in 
9 out of 10 situations, too great a stretch 
of the imagination isn’t necessary to de- 
termine how the respondent may derive 
some benefit from the survey. Note for 
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example how the “you attitude,” missing 
in Letter A, is injected into Letter B: 


Letter A 
Dear Sir: 

In recent months we have received quite 
a large number of complaints regarding our 
packaging procedures. It seems that in some 
cases our canned merchandise is bent, 
crushed or dented during transportation. 
In such cases, we are required to make re- 
placements of merchandise. Naturally this 
cuts into our profit margin materially; a 
factor of some importance. 

It has been suggested by our carrier that 
the cause for the damage lies in the light 
weight of the packing cartons we have used. 
We are, therefore, trying a heavier weight 
carton that has metal corner braces, in an 
effort to reduce damage. Naturally, these 
cost us a great deal more than the others, 
and we want to be sure such expenditure is 
wise before making a final decision. You 
can assist us greatly in arriving at a reliable 
answer if you will complete the enclosed 
questionnaire concerned with recent ship- 
ments. Please return at your earliest con- 
venience. 


Letter B 
Dear Mr. Brown: 


We need your help with a vexing problem. 

A recent survey of our shipments indi- 
cated that some of our dealers were not re- 
ceiving our canned merchandise in the best 
possible condition. Obviously when that 
happens, you are inconvenienced by return 
problems; a factor which may cut into your 
time. 

Because we want to be sure that the turn- 
over of Glovers merchandise is rapid and 
thus insures you of the greatest margin pos- 
sible, the elimination of “returns” is neces- 
sary. Toward that end, we are now using a 
new carton that is supposed to bring you 
every shipment in perfect order. However, 
before we commit ourselves to the use of 
this more expensive container, we want to 
be sure it will really benefit you. Therefore, 
will you carefully complete the enclosed 
questionnaire; it won’t take more than 10 


minutes, and we will truly appreciate your 
efforts. Because we want to make accurate 
plans for your Christmas shipment, we need 
your reply no later than November 25. So 
complete the questionnaire, and return it in 
the stamped envelope provided. 


It is quite obvious that the first letter 
above is stilted, formal, and hackneyed, 
and is concerned only with the interests 
of the writer. No effort has been made to 
show the prospective respondent to the 
questionnaire how he may derive any 
benefit from the expenditure of time re- 
quired to complete the questions. In ad- 
dition to the “you attitude” which ap- 
pears in Letter B, there is a strong per- 
sonal tone which does much to eliminate 
the formal approach exhibited in Letter 
A. Even a little thing like enclosing a 
stamped, self-addressed envelope is a fur- 
ther factor in illustrating consideration 
for the prospective respondent, and if 
there is any possibility of his finding the 
time, he will most probably make every 
effort to cooperate with the sender of the 
questionnaire. 


Statement of a Due Date 


Certainly it is human nature to pro- 
crastinate jobs that do not press on one, 
and this is especially true if the work re- 
quested is to be completed for someone 
else. Every businessman has had the ex- 
perience of looking at a questionnaire 
(whether it happens to be for research, 
tax, or credit purposes) and saying, “I'll 
have to fill this thing out one of these 
days.” The next step is to slide it in the 
miscellaneous pile and repeat the same 
procedure periodically. After a month or 
two has passed, the observation can only 
be, “I might as well discard this; surely it 
is too late to fill it out now.” 

This unfortunate incident may very 
possibly be avoided if the respondent is 
prodded into action by a “Please return 
no later than November 25th.” In today’s 
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world we are all required to complete 
certain assignments by a specific hour or 
day, and perhaps the psychology of a due 
date used in the cover letter may prove 
helpful in a great many cases. Obviously 
the respondent should be given sufficient 
time to provide meaningful answers and 
to avoid the reaction of “Do they expect 
me to drop everything and complete this 
questionnaire?” On the other hand, he 
shouldn’t be given a period so long that 
he will put the material aside to be com- 
pleted at a more “convenient opportu- 
nity.” 

The common directives in the cover 
letter of ‘answer at your earliest conven- 
ience,” “‘fill it out now,” or “do it at your 
first opportunity,” have been so over- 
worked by the advertising copywriter, 
that they are meaningless. A courteous 
request that points out that the greatest 
value from the questionnaire can only be 
derived if it is received by a specific date, 
is a much wiser procedure. 


Sending Out the Findings of the Ques- 
tionnaire 


Many research specialists feel that the 
percentage of returns rises materially 
when two questionnaires are sent: one to 
be returned, and the other for the re- 
spondent’s files. This may be so, but for 
real value, the results of the findings 
from all the questionnaires should be 
available to the respondent. Whether 
these results should be offered or not, is 
quite a problem. The effort is warranted 
if sending out the findings does not in- 
volve too great an expenditure of money 
for printing, handling and postage. But 
even where the cost is high, such action 
may still be indicated if the resultant 
good will and publicity are sufficiently 
great. If the designer of the question- 
naire feels the value of such action is de- 
sirable, every effort should be made to 
make the respondent’s request for a copy 


of the results easy. A simple statement at 
the bottom of the questionnaire, or in the 
cover letter, is usually adequate: “If you 
wish a copy of the results of this survey, 
please check here.” 

On the other hand, if the results are 
highly detailed, the overall cost very 
high, and the number of respondents 
who might possibly desire copies great, 
then the offer should not be made. Here 
then, is an obvious problem: if the offer 
is made, the percentage of returned ques- 
tionnaires will be high; if the offer is not 
made, the number of returns will drop 
appreciably. A solution to this situation 
may be to ask the respondent to write 
within 30 or 60 days to the “above ad- 
dress” and a copy of the survey results 
will be mailed. This would decrease the 
number of requests materially, and the 
cost in such a case would not be too great. 
Yet the basic principle of cooperation 
with the respondent has been established. 


Assurance of Anonymity . 


This point certainly requires little at- 
tention. It is the one factor that everyone 
will accept, and yet it is surprising how 
frequently an assurance of keeping the 
information confidential is not made. 
When the survey contains questions 
which are of a personal nature (such as 
age, earnings, debts, and sex habits) a 
definite statement should be made assur- 
ing the respondent that the data will be 
held confidential. A simple sentence such 
as one of the following will usually suf- 
fice: ‘““You may be assured that your com- 
ments will be kept completely confiden- 
tial” or “Don’t sign the questionnaire; 
we are interested only in accurate an- 
swers.” Most research experts find it ad- 
visable to include such a statement in 
the cover letter and again in the instruc- 
tion section of the questionnaire. 

These few factors should be part of 
every cover letter without exception. 
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However, if the “tone” of the letter is in- 
sincere, impersonal, and stereotyped, the 
project will certainly not be as successful 
as it should. A warm, friendly feeling 
should prevail throughout the entire 
message. This rather intangible factor, 
as opposed to the tangible ones which 
have been listed, is not a simple thing to 
master. Yet if this personal tone is in- 
cluded along with the other items which 


have been listed, the respondent’s inter- 
est will be aroused, and he may really 
want to fill in the questionnaire as accu- 
rately and as completely as he possibly 
can. Such an attitude will result in a very 
high percentage of questionnaires being 
returned. 

NORMAN BRuCE SIGBAND 
DePaul University 
Chicago, Illinois 


STATISTICAL TECHNIQUES AND INTERNATIONAL TRADE* 


E are in a new industrial age. Al- 
ne every type of activity in pro- 
duction and distribution has been re- 
made several times over, during the past 
10 or 12 years, by new uses of statistical 
theory. The same statistical techniques 
that have remade marketing research 
have helped industry to achieve great in- 
creases in output without capital expend- 
iture for new machines or for additional 
floor space. They have saved scarce mate- 
rials, and have brought forth quality 
and uniformity not dreamed of a few 
years ago. 

Everyone knows the impact of new 
statistical techniques on marketing re- 
search, and on production, quality, and 
uniformity of product, but few people 
have seen the day ahead when marketing 
research must be considered an impor- 
tant part of the statistical control of qual- 
ity. The reason is that good quality and 
the right uniformity have no meaning 
except with reference to the consumer's 
demands. 

International trade is an essential com- 
ponent of prosperity, political stability, 
and peace. But international trade de- 


* Excerpts from an address delivered in Tokyo 
the 14th January 1952 at a meeting of industrial ex- 
ecutives sponsored by the Nihon Kezai and the Un- 
ion of Japanese Scientists and Engineers. 


pends not only on a competitive price, 
but also on dependable quality and uni- 
formity, which in turn depend to a large 
extent on intelligent marketing research. 

As most of you know, the simple statis- 
tical techniques of the control chart have 
brought forth in recent Japanese experi- 
ence increases in production that range 
from 5 per cent to 290 per cent, without 
expansion of plant. Some firms are saving 
10 per cent of their raw material, com- 
pared with their performance of a year 
ago. In some cases, the savings are much 
greater. The Fuji Steel Company re- 
ported they were able to cut their fuel 
bill by 29 per cent over their perform- 
ance a year ago. All these achievements, 
and more, were reported at the conven- 
tion held in Osaka the 22d September 
1951 at the occasion of the Deming 
Award. In the mill of the Toyo Cotton 
Spinning Company that I visited during 
my work here during the summer 1951, 
three quarters of the girls who had been 
engaged in re-work and repair a year be- 
fore had been moved into production, 
because of the improved quality of the 
product. Result: increased production, 
better quality, greater uniformity. 

The gain in production and profit, al- 
though considerable from such achieve- 
ments, are the least of the gains. The 
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gains from a better competitive posi- 
tion through improved quality and abil- 
ity to lower the price are much greater, 
though more difficult to measure. 

In these ways, and in many other ways, 
statistical techniques help greatly to meet 
the requirements for increased interna- 
tional trade. 

Moreover, I cannot emphasize too 
strongly that increased use of statistical 
techniques can contribute vitally toward 
the maintenance of private enterprise, 
which must depend more and more on 
the continual improvement of the effi- 
ciency of production and of distribution, 
and on the continual improvement of the 
design of product, in respect to both qual- 
ity and uniformity, to meet the changing 
needs and the demands of the consumer, 
wherever he may be. 

In any manufacturing plant, raw mate- 
rials come in, and product flows out. The 
raw materials may indeed be raw, or they 
may be sub-assemblies or piece-parts from 
another manufacturer. Eventually, the 
product goes to people who will judge 
it. The finished product may indeed be 
finished, and go to thousands or millions 
of consumers, or it may be raw material 
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raw materials Design 
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Productions, assembly, inspection 


for a relatively small number of other 
manufacturers. 

Anyway, there will be a chain of pro- 
duction, as illustrated crudely by Figure 
1. By the statistical control of quality I 
mean statistical work applied in all stages 
of production, from raw material to con- 
sumer, and back again (see Figure 3). 
The statistical control of quality is the 
application of statistical principles and 
techniques in all stages of production, 
directed toward the most economic man- 
ufacture of a product that is maximally 
useful and has a market. 


Benefits of Quality Control 


Through the full use of the statistical 
control of quality, from raw material to 
the consumer, a manufacturer may ex- 
pect to achieve in some measure the fol- 
lowing advantages: 


1. Increased production, without invest- 
ment in capital equipment or expan- 
sion of plant. 

2. Better quality at lower cost, and better 
suited to the market. 

3. Better uniformity at lower cost, and 
better suited to the market. 

4. Savings on raw materials and fuel (a 


Tests of processes, 
machines, methods, 
rates, costs 


Ficure 1. The Production Line 
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particularly vital advantage when scar- 

city of materials threatens production). 
5. Better operating efficiency: (a) idle time 
of machines decreased; fewer rejections; 
less scrap and re-work; (b) better pre- 
diction of the market, through con- 
sumer research, by which the purchase 
of materials, and the expansion and 
contraction of the plant are carried out 
rationally, resulting in better economy 
than would be possible otherwise. 
Decreased inspection, but with in- 
creased assurance of dependable quality. 

7. Greater precision of dimensions when 
required (as when parts are to be inter- 
changeable). 

8. Design, better suited to the market, 
through consumer research, carried out 
by modern methods of sampling and 
design of experiment. 

g. Stronger competitive position, through 
ability to meet world requirements in 
price, quality and uniformity. 

10. Use of an international language by 
which to furnish statistical proof of 
quality and uniformity. 


I must now ask you to think with me 
in broad: terms just what good quality 
and economic production really mean. 
Some people think in terms of price 
alone. Others think in terms of quality 
alone. Some people think of economic 
production as saving 10 per cent in the 
cost of some operation. All these ideas 
are important, but we must go deeper. 

In the first place, price has no meaning 
except in terms of the quality of the 
product. But that is not enough. “Good 
quality” and “uniform quality” have no 
meaning except with reference to the 
consumer's needs. This is why I must 
speak to you in terms of the entire pro- 
duction line, which begins with the pro- 
ducers of your raw materials, and ends 
with the consumer—the man who uses 
your product. 

Incidentally, the consumer is more im- 
portant than raw material. It is usually 


easier to replace a supplier of raw mate- 
rial with another one than it is to find a 
new consumer. And a non-consumer, one 
who has not yet tried your product, is 
still more important to you, because he 
represents a possible additional user of 
your product. For this reason I shall 
speak to you of consumer research, be- 
cause I believe in the importance of con- 
sumer research to Japanese industry, par- 
ticularly for its export trade. 


Importance of Consumer Research 


Some manufacturers think of con- 
sumer research as analysis of complaints 
from purchasers and users. Certainly, no 
one can deny the great importance of the 
analysis of consumers’ complaints. No 
matter how silly and unjust a complaint 
may be, it is still important to a manufac- 
turer, because it shows him where he has 
failed in public relations—that is, failed 
to make clear to the public just what 
quality they have a right to expect when 
they buy his product. A legitimate com- 
plaint helps the manufacturer to im- 
prove his quality, provided he has real 
quality control, and can be used by the 
manufacturer in tracing the cause of 
trouble all the way back to production 
and raw material. 

But complaints are only a part of the 
problem of public relations. Complaints 
come from a very biased sample of con- 
sumers. Complaints do not provide com- 
munication with the other consumers 
nor with the non-consumer. 

For reliable and economical communi- 
cation with the consumers and non-con- 
sumers of a product, it is necessary to 
communicate with all users and non- 
users, through the medium of statistical 
tests and surveys. The aim of this particu- 
lar aspect of quality control is re-design 
of the quality of your product (Figure 3); 
also adjustment of your plant, and con- 
traction or expansion of the output of 
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particular products to meet rationally 
predicted changes in demand. 

As the consumer has been left out of 
the chain of production in many parts of 
the world where industry needs expan- 
sion, I shall go into more detail on the 
subject. 

The main use of consumer research 
should be to feed consumer reactions 
back into the design of the product, so 
that management can anticipate chang- 
ing demands and requirements and set 
economical production levels. Consumer 
research takes the pulse of the consumer's 
reactions and demands, and seeks ex- 
planations for the findings. 

Consumer research is not merely sell- 
ing. Real consumer research, geared to 
design and production, is an indispensa- 
ble modern tool for modern problems. 

Consumer research is communication 
between the manufacturer and the users 
and potential users of his product, like 
this: 


Manufacturer 
| and the non-user 


user 

This communication may be carried 
out reliably and economically today only 
by sampling procedures and tests de- 
signed according to modern statistical 
procedures. Through this communica- 
tion the manufacturer discovers how his 
product performs in service, what people 
think of his product, why some people 
will buy it, why others will not, or will 
not buy it again, and he is able to rede- 
sign his product, to make it better as 
measured by the quality and uniformity 
that are best suited to the end-uses of the 
product and to the price that the con- 
sumer can pay. 

Consumer research acts as a governor 
or servo-mechanism which by probing 
into the future market regulates both the 
design of the product and the amount of 
production. 


In the olden days, before the industrial 
era, the tailor, the carpenter, the shoe- 
maker, the milkman, the blacksmith 
knew his customers by name. He knew 
whether they were satisfied, and what he 
should do to improve appreciation for 
his product. With the expansion of in- 
dustry, this personal touch was lost. The 
wholesaler, the jobber, and the retailer 
have now stepped in, and in effect have 
set up a barrier between the manufac- 
turer and the ultimate consumer. But 
sampling, a new science, steps in and 
pierces that barrier. The manufacturer 
of today, but for sampling, would be out 
of touch with the people who use his 
product, or those who might use it. 

Manufacturers used to think of manu- 
facturing in three steps, as shown in Fig- 
ure 2. Success depended on guess-work— 
guessing what type and design of product 
would sell, how much of it to make. In 
the old way, the three steps of Figure 2 
are completely independent. 


1 2 3 


>. >. 


Design it Makeit Try to sell it 


Ficure 2. The Old Way 


In the new way, management intro- 
duces, through consumer research, a 4th 
step, and runs through the four steps in a 
cycle, over and over as in Figure 3, and 
not in the line of Figure 2. 


1. Design the product (with appropriate 
tests); 

2. Make it; test it in the production line 
and in the laboratory; 

g. Put it on the market; 

4. Test it in service; through market re- 
search, find out what the user thinks of 
it, and why the non-user has not 
bought it; 

5. Re-design the product, in the light of 
consumer reactions to quality and 
price; 


Continue around and around the cycle. 
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Ficure 3. The New Way 


This 4th step in Figure 3 was impossi- 
ble until recently—i.e., it could not be 
carried out economically or reliably. In- 
teiligent manufacturers have always been 
interested in discovering the needs and 
the reactions of the user and of the poten- 
tial user, but until recently they had no 
economical or reliable way of investigat- 
ing them. 

The 4th step, communication between 
the manufacturer and the user and the 
potential user, gives the public a chance. 
It gives the user a better product, better 
suited to his needs, and cheaper. Democ- 
racy in industry, one might say. 

A still better way is to begin the manu- 
facturing and marketing of a product on 
a pilot scale, and to build up its produc- 
tion on a sound economic basis, only as 
fast as market conditions indicate, re-de- 
signing the product from time to time in 
the light of consumer needs and reac- 
tions. The cycle is best taken on a spiral, 
as in Figure 4. 

It is not to be supposed that the first 
three steps are the same in the figures 
that display the old and new ways. Con- 


FIGURE 4 


sider, for example, design in step 1. 
Proper design today means not only at- 
tention to color, shape, size, hardness, 
strength, and finish, but attention also to 
a suitable degree of uniformity. Paradox- 
ically, through the statistical control of 
quality, great uniformity often costs less 
than nonuniformity without statistical 
methods. However, with some products, 
extreme uniformity may be costly, and 
the manufacturer must be careful and 
not price his product out of the market. 
In consumer research, the 4th step, the 
manufacturer studies the requirements 
of uniformity, as well as of color, shape, 
size, hardness, etc. Then, through statisti- 
cal procedures he achieves the required 
uniformity with economy, and his control 
charts furnish proof of the uniformity 
achieved in an international language, 
known and studied now the world over. 
Consumer research is a continuous 
process, by which the product is im- 
proved continually and modified to meet 
changing abilities of the manufacturer 
and changing requirements of the con- 
sumer. Consumer research, used intelli- 
gently, enables the manufacturer to run 
his factory on an even keel, neither 
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greatly over-producing nor under-pro- 
ducing. He is not likely to let out 300 
men one month and then try to recover 
them the next. Consumer research used 
to smooth out production is a powerful 
factor in economical production. Again, 


it is only one of the indispensable statisti- 
cal tools of production. 


W. Epwarps DEMING 


Bureau of the Budget and 
New York University 


THE TEACHING OF MARKETING RESEARCH 


Over 4,600 students took a formal class- 
room course in Marketing Research dur- 
ing the academic year 1951-52, according 
to a study conducted as a personal project 
by the author. Primary information was 
obtained through mail questionnaires 
sent to 153 institutions in which one or 
more faculty members were listed in the 
Roster of the American Marketing Asso- 
ciation. The nature of the study was such 
that a complete census, rather than a 
sampling was indicated. While it was im- 
possible to obtain co-operation from 
every institution approached, completed 
questionnaires were finally obtained 
from 108 of them, including all univer- 
sities likely to be offering specialized 
work in this field to any sizable number 
of students. 

It has long been the author’s conten- 
tion that more attention should be paid 
to the encouragement of the teaching of 
Marketing Research. In a very real sense, 
the future of Marketing Research in 
America depends on the extent to which 
we can get more students, during their 
formative years, to develop interest, un- 
derstanding and skills in this area. The 
students of today are the people who to- 
morrow will be the developers of Market- 
ing Research, either as practitioners or 
as executives in other branches of busi- 
ness who see the need for this approach 
to solving marketing problems. 

Our profession, like others, began by 
“pulling itself up by its bootstraps.’” Men 
in business developed Marketing Re- 


search through their own ingenuity and 
passed their skills on to their assistants. 
Today, there is a tremendous need for 
young people who have obtained profes- 
sional understanding and training in this 
area as part of their college education. 
The teacher of Marketing Research, 
therefore, has the dual opportunity of 
stimulating interest in the subject and 
teaching skills which can be of practical 
use. Marketing Research practitioners 
and other business men must find ways 
and means of helping and encouraging 
interest in the field. 

While most of the focus of business has 
been on the commercial application and 
development of this new tool for manage- 
ment, this study proves that our colleges 
and universities have progressed substan- 
tially on their own in this field. 

It is hoped that this little effort will 
give the teachers of Marketing Research 
a better understanding of the importance 
of the subject in the modern curriculum, 
a recognition of their own stature, and 
encouragement in their day-to-day work 
of carrying forward this vital effort. It 
is also hoped that it will help cause others 
to seek opportunities of stimulating the 
growth of the teaching of Marketing Re- 
search in our colleges and universities. 


Institutions Offering the Subject and En- 
rollments 


The study indicates that a total of 126 
institutions have offered formal classes 
in Marketing Research at one time or 
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another. A course was actually given dur- 
ing the 1951-52 academic year in 113 of 
them. In the case of the remaining thir- 
teen, it was reported that the course will 
probably be offered during the next aca- 
demic year in most instances. 

Eighty-five institutions, from which 
completed questionnaires were obtained, 
reported 4,397 students taking the sub- 
ject. From other sources, it was deter- 
mined that the course was conducted in 
28 additional universities. It is therefore 
believed to be a conservative estimate 
that the total enrollment was well over 
4,600 students. 

The geographic spread and the type of 
institutions giving the course indicate 
a universality of interest in this subject. 
The largest enrollments are, of course, 
found in the biggest universities with the 
strongest schools of business. However, a 
surprising number of small institutions 
serving their local communities are now 
offering the subject. 


Size of Classes 


Enrollment in the various institutions 
ranges from four students at Mississippi 
State College to two hundred twenty-five 
at De Paul University in Chicago. Over 
one hundred students were reported by 
the following: 


College of the City of New York 
De Paul University 

Michigan State College 

New York University 
Northwestern University 
University of Chicago 

University of Florida 

University of Indiana 

University of Southern California 


The median enrollment for the eighty- 
five institutions reporting is thirty-seven 
students. The following table shows the 


distribution of enrollment by institu- 
tions:1 


TABLE 1.—DISTRIBUTION OF TOTAL 
ENROLLMENT 


(1951-1952) 


Students Institutions 
Over 100 9 
75°99 13 
59-74 14 
25-49 18 
10-24 26 
Under 10 
No answer 2 
85 


Growth of Interest in Marketing Re- 
search 


An attempt was made in this study to 
determine the year in which a formal 
class in Marketing Research was first of- 
fered in each institution. Obviously, this 
was a considerable tax on memory in 
many instances, particularly where the 
course was first instituted over fifteen 
years ago. Six institutions claimed to have 
been offering the course by 1930, but so 
many of these reports were qualified, or 
indicated a mixture of Marketing Re- 
search with other topics, that the effort 
to pick the first pioneer will apparently 
have to be abandoned. 

Seventeen institutions offered the 
course prior to 1935. These constitute 
the pioneer group: 


Drake University 

New York University 
Northwestern University 
Tulane University 
University of Akron 
University of California 


1 Note that the data in this and subsequent tables 
are based on questionnaires received from institu- 
tions which co-operated by returning questionnaires, 
and do not include the 28 additional institutions 
known to offer the subject at the present time. 
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University of Chicago 
University of Colorado 
University of Illinois 
University of Kansas 
University of Michigan 
University of Oregon 
University of Pennsylvania 
University of Pittsburgh 
University of Syracuse 
University of Texas 
University of Washington 


That Marketing Research is still a 
growing and relatively new subject for 
formal classroom pursuit is indicated by 
the fact that about one-half the institu- 
tions surveyed instituted the course after 
World War II. The median “age” of the 
teaching of Marketing Research is now 
only six years. A distribution of the time 
at which courses were instituted is shown 
in the following table: 


TABLE 2.—YEAR IN WHICH First CLAss IN 
MARKETING RESEARCH WAS HELD 


Year Institution 
Prior to 1935 17 
1935-1939 14 
1940-1944 10 
1945-1950 36 
Since 1950 19 
No answer 2 

98 


It will be interesting to compare the 
results of this study with one made at 
some later date, for a much more accu- 
rate picture of the rate of growth of 
Marketing Research in our colleges and 
universities will then be possible. At the 
present time, the only comparisons that 
can be made are those between the en- 
rollment in the first year the course was 
offered and the current academic term. 
Since there is such a wide variation in 
the period of time involved, these can be 


merely indicative findings in this study. 

It is obvious that there has been a 
sharp increase in enrollments in Market- 
ing Research in the bulk of cases. This is 
consistently true in the institutions with 
strong schools of business. 

In one university, the enrollment in 
the subject has increased from 6 students 
in the original offering, to 225 today. In 
another, it has increased from 25 to 122. 
Another fairly typical example is an in- 
crease from 30 to 80 students during the 
past ten years. 

On the other hand, we find an instance 
where an original enrollment of 14 ex- 
ceeds the present enrollment of 8: an- 
other where an original enrollment of 10 
compares with a present enrollment of 
12, and, in still another, where 26 has 
dropped to 16. 


Evening and Extension Courses 


The teaching of Marketing Research 
in evening and extension courses, which 
are primarily aimed at part-time stu- 
dents, is not particularly widespread. Of 
the eighty-five institutions reporting a 
course at the present time, only nineteen 
offer evening courses, in contrast to 
eighty-one that offer regular daytime 
courses. Only four institutions giving 
evening or extension courses in Market- 
ing Research do not have a daytime offer- 
ing. 

Furthermore, the total enrollment in 
evening courses is not particularly large, 
accounting for only 717 students in con- 
trast to 3,550 enrolled in the day classes. 
They represent less than 17 per cent of 
the total students taking Marketing Re- 
search. The evening and extension classes 
are, of course, concentrated in the largest 
population centres. The biggest evening 
enrollment is at Northwestern Univer- 
sity, which reports 83 students in their 
night classes. 
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Class Hours 


The typical daytime Marketing Re- 
search class meets three times per week. 
Over 70 per cent of the institutions re- 
port this schedule. Two hours a week is 
reported by 14 per cent, and an equal 
number schedule four or five hours a 
week for the subject. One instructor re- 
ports seven class hours per week. 

The two-hour session is most popular 
in the evening or extension classes, be- 
ing reported by eleven of the nineteen 
institutions offering the subject outside 
the regular daytime curriculum. The re- 
maining eight use three hours per week. 


Place in the Curriculum 


Marketing Research is largely an un- 
dergraduate subject. One-half or more of 
the students are at the graduate level in 
less than one out of five of the institu- 
tions reporting. At the other end of the 
scale, the students are entirely under- 


graduate in an equal proportion of the 
cases. The most typical distribution is 
approximately one-fourth graduate stu- 
dents and three-fourths undergraduate. 
A yardstick of the importance of Mar- 
keting Research in the curriculum is the 
extent to which the subject is required 
for a degree. In 63 per cent of the insti- 
tutions, the course in Marketing Re- 
search is required in one or more pro- 
grams of study. In two of these institu- 
tions, some other course may be sub- 
stituted, in all others it is a specific 
requirement. This indicates that Market- 
ing Research has reached a position of 
recognition in certain programs of study 
that takes it far beyond the status of an 
incidental or supplementary course. 


Lynpon O. BROWN 
Columbia University 
and 
Dancer-Fitzgerald-Sample 
New York, N.Y. 
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20. Marketing Theory 

21. Prices and Price Policies 
22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


2. SELLING—PERSONAL 


2.1 Salespeople Can’t Be Trained—and 
Shouldn’t Be. E. B. Weiss, Fortune, 
November, 1952. [R.M.C.] 

This article takes issue with the sugges- 
tion made by Fortune (July, 1952) that man- 
ufacturers and retailers would profit if retail 
salespeople were given better incentives and 
better training. Mr. Weiss says: ““There are 
always exceptions, of course, but for the 
most part the revolution in retailing is mak- 
ing the salesperson a hopeless relic of the 
past, and the quicker manufacturers realize 
it the better off they will be.” Pointing par- 
ticularly at the 400 or fewer retail organiza- 
tions selling ‘‘from 50 to.70 per cent of our 
total retail volume in all categories except 
autos, gas and oil, lumber, and building 
materials,” he bases his conclusions on the 
following reasons: (1) retail salespeople are 
poor material to start with and lack the de- 
sire to be trained; (2) even worse, they re- 
sist (actively or passively) training; (3) labor 
affiliations encourage these attitudes; and (4) 
the turnover of sales people is too high to 
permit training in sufficient numbers and at 
a reasonable cost. In concluding this pro- 
vocative article the author says: “The day of 
the retail store as a ‘factory of distribution’ 


437 


in 
i 
wh 


438 


THE JOURNAL OF MARKETING 


is dawning. The engineer is about to become 
as important in retailing as the merchandis- 
ing man, the buyer, the promotion expert. 
He is already much more important than the 
training director—indeed they are not to be 
mentioned in the same breath. The engineer 
will soon be sitting at the head of the re- 
tail table.” 

In reply to Mr. Weiss, Fortune (page 102) 
comes back to its contention: “retailers can 
make more money if they treat sales people 
better.” It points out that management is 
in part responsible for the low quality of 
salespeople and that this can be corrected. 
Moreover, self-service cannot replace sales- 
people in many areas. The answer lies in the 
use of properly trained and properly paid 
salespeople together with self-service, mer- 
chandising, advertising, and physical facili- 
ties as necessary to achieve the retailers ob- 
jectives. 


2.2 Booth Location Isn’t Vital . . . Demon- 
stration Is, Study Finds. R. W. Mul- 
cahy, Industrial Marketing, Novem- 
ber, 1952. [R.M.C.] 


Some important problems connected with 
trade show exhibits are raised and com- 
mented on in this article. After studying 
of nine leading exhibitors at an office equip- 
ment show, the author concludes that the 
location of the exhibit and number of prod- 
ucis exhibited are far less important in ob- 
taining attendance than is good product 
demonstration. Eye-catching but unrelated 
gadgets, including the plunging neckline, 
are not satisfactory substitutes for good 
product demonstration. Attendance was 
found to be proportionately greater at ex- 
hibits occupying large areas than at those 
occupying small areas. 

In considering the statistics and conclu- 
sions presented one should keep in mind the 
following points: (1) observations were 
made between other duties; (2) only the 
leading exhibitors were studied; (3) only 
machinery booths were included (static ex- 
hibits of furniture, stationery items, and 
office supplies were not included); (4) care 
must be exercised in applying the conclu- 
sions to other shows where products and au- 


diences may not be comparable, and (5) the 
difficulty in measuring the degree to which 
each of the many influences involved is re- 
sponsible for producing attendance. 


7. PRODUCERS’ MARKETING OF 
CONSUMER GOODS 


7.1 Cigarette Distribution in the United 
States. 1951 (N.Y: National Associa- 
tion of Tobacco Distributors, 1952.) 


26 pp. [c.s.c.] 

This report, based on surveys conducted 
by the National Association of Tobacco 
Distributors, Inc. shows the important role 
of food stores in cigarette distribution. Such 
stores accounted for 31.4% of cigarette sales 
in 1951 as compared with 30.9% in 1950. 
Vending machines are second with 16.4%, a 
decline from 16.7% in 1950, followed by: 
drug outlets with 14.1% up from 13.8%; 
cigar stores and stands, 11.7% versus 11.6%; 
and restaurants, bars, and liquor stores, 
7.1% compared with 7.3%. The report does 
not state whether these percentages refer to 
unit volume or dollar receipts. 

Some question of the reliability of the 
above data is raised by the fact that the re- 
port fails to indicate the nature of either of 
the sources or methods used to obtain the 
information. 

The report includes numerous statements 
about cigarette distribution which are un- 
supported by evidence. These include: (1) 
reference to the relatively unchanging pat- 
tern of wholesale distribution, (2) claims of 
shifts in sources of supply for chains in favor 
of the members of the trade association pre- 
paring the report, (3) reference to price 
spreads between different retail methods, 
and (4) a claim that “Vending machines con- 
tinue to demonstrate their efficiency.” 

The least defensible portion of the report 
is a section purporting to show the effects of 
state cigarette taxation in which the state 
tax and per capita consumption in so-called 
“typical” states is compared. This section 
contrasts the high per capita consumption 
of the D. C. (tax 1¢) and Wyoming (tax 
2¢) with the low per capita consumption of 
Arkansas (tax 6¢). Four other states with 
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intermediate tax rates are shown so that the 
effect is to yield an apparent inverse corre- 
lation between tax rate and per capita con- 
sumption. No consideration is given to the 
numerous other factors affecting tobacco 
preferences or use. How these states were 
selected is not stated in the report, but it is 
quite possible that they were selected to 
yield the desired results. As the highest tax 
state, for example, the authors selected Ar- 
kansas (tax 6¢; annual consumption, fiscal 
1951, approximately 47 packs per capita) 
rather than North Dakota (tax 6¢) or Lou- 
isiana (tax 8¢ ) both of which had consump- 
tion in excess of 70 packs per capita. As rep- 
resentative of the 5¢ tax group the author 
has selected Oklahoma (consumption well 
under 95, packs per capita) rather than Mas- 
sachusetts (consumption over 113 packs per 
capita). To represent the lowest tax states, 
the author selects Wyoming with a claimed 
consumption of 139.5 packs from: among a 
large number of states having 2¢ taxes and 
all of which have materially lower consump- 
tion, such as Utah (less than 66 packs), Ohio 
(120 packs), or Kentucky (87 packs). 


9. CONSUMER STUDIES 


9.1 A National Survey on Lawns and Lawn 
Mowing Equipment Among Pathfinder 
Subscribers 4d A National Survey on 
Lawns and Lawn Mowing Equipment 
Among Farm Journal Subscribers (Phil- 
adelphia, 5: The Farm Journal, 
1952.) [C.S.G.] 

This report gives the findings from sur- 
veys of the characteristics of lawns, lawn 
mowers owned and lawn mower purchases 
by samples of subscribers to Pathfinder and 
the Farm Journal. 


9.2 Farm Electrical Customers; Their Buying 
Habits and Attitudes Towards Retailers 
(Philadelphia, Curtis Publishing Com- 
pany, 1952.) [C.s.c.] 

A joint study by the Farm Electrification 
Bureau of the National Electrical Manu- 
facturers Association and Country Gentle- 
man endeavors to uncover facts about: (1) 
buying habits and characteristics of farm 


families purchasing major electrical house- 
hold appliances, electrical farm production 
equipment, and lighting and wiring equip- 
ment, and (2) attitudes of farm families to- 
ward retailers selling these products. 

The report includes copy of the question- 
naire and an explanation of techniques 
used. Control over the sample (1997), and 
over the integrity of responses was some- 
what limited, specific respondents being se- 
lected by secretaries of Country Gentle- 
woman League Clubs. The findings are 
separately presented for each of the three 
product classes. They demonstrate the im- 
portance of village and small town suppliers 
to these buyers. Retailers in places of less 
than 5000 accounted for 54 per cent of the 
purchases of lighting and wiring equip- 
ment, 51 per cent of those of major appli- 
ances, and 48 per cent of those of farm pro- 
duction equipment. If all places under 10,- 
000 are considered, the corresponding shares 
are 67 per cent, 68 per cent, and 63 per cent 
respectively. The local character of the pur- 
chases is also indicated by the very large 
proportion of purchases made from retail- 
ers within ten miles of the user’s home—68 
per cent for lighting and wiring equipment, 
64 per cent for appliances, and 58 per cent 
for production equipment. Only for the 
latter group were as many as 10 per cent of 
the purchases made from dealers over 35 
miles away. 

The tabulations by type of retail dealer 
point up the wide variety of outlets carrying 
many of these products. For example, in the 
case of farm production equipment, the 
three leading types (hardware stores, farm 
implement and general stores, and appli- 
ance stores) obtained together less than one- 
half of the total reported most recent pur- 
chases. Ten other types each obtained at 
least one per cent of the purchases. 

Other tabulations include items pur- 
chased, reasons for selection of retailer, 
whether retailer from whom the purchase 
was made was the nearest possible supplier, 
whether the retailer’s location, service, 
stock adequacy, and provision of the best 
suited merchandise were satisfactory, buy- 
ers’ sources of product information, re- 
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spondents’ suggestions for more satisfactory 
retailer service, and extent of retailer’s pro- 
motional efforts through direct mail, tele- 
phone, and personal solicitation. 


9.3 The Home We Live In (Topeka, Kans., 
Capper Publications, Inc., 1952.) 
[c.s.G.] 


This is a study of the homes occupied by 
and details of the household equipment and 
furnishings and consumer durables owned 
by a sample of subscribers of Household 
Magazine. 


14, RETAILING 


14.1 The Super Market Industry Speaks, 1952. 
(Chicago: Super Market Institute, 
500 N. Dearborn Street, 1952.) 32 
pp. Free. [c.s.c.] 


The fourth annual survey of members of 
the Super Market Institute is based on 1951 
operations and practices in effect early in 
1952. Although the membership does not 
include the five largest grocery chains, the 
survey still constitutes a prime source of 
data on this important industry. Previously 
established trends toward increased dollar 
sales, lower gross margins, higher expense 
ratios, extensive improvement of physical 
plant and greater use of self-service and 
prepackaging techniques have continued. 
The bulk of the sales gain in 1951 came 
from new stores with previously established 
stores as a group showing a gross sales gain 
smaller than the rise in food prices, indi- 
cating some reduction in tonnage for such 
stores. Self-service continues to make strides. 
In meats, 49 per cent of the markets had 
complete self-service by the beginning of 
1952 as compared with only 31 per cent two 
years earlier. Seven out of eight dairy de- 
partments are now on a self-service basis. 
In the case of produce 43 per cent of the 
markets had a complete self-service oper- 
ation while an additional 53 per cent had 
partial self-service. Prepackaging continues 
to make comparison strides with one-half 
of the markets having some prepackaged 
fruits and vegetables by January, 1952: 

For the first time, the study reports gross 


margins by departments, subject to the 
usual qualifications arising from accounting 
and classification differences. For groceries 
the median of 189 firms was 14.2 per cent 
with a range between the octiles from 11.9 
per cent to 16.0 per cent. For meats, the 
median of 193 companies was 17.5 per cent 
with an interoctile range from 14.1 per cent 
to 20.5 per cent; for produce, returns from 
179 Organizations indicated a median of 
24.0 per cent and a range for the middle 
three-fourths from 20.0 per cent to 29.1 per 
cent. 

The study shows the extent of penetra- 
tion of various non-food lines led by health 
and beauty aids with go per cent coverage, 
housewares with 68 per cent, stationery with 
40 per cent and books with 37 per cent. Re- 
gional differences are also shown such as 
the prevalence of men’s and children’s socks 
in a majority of New England markets and 
stationery and books in nine out of ten 
Canadian operations. 

Other data of value in analyzing trends in 
retailing management cover the extent of 
central warehousing of frozen foods and 
non-food lines by operations of various 
sizes; the nature of various customer service 
offered; advertising budgets and media; and 
the degree to which management is employ- 
ing various productivity standards. 


14.2 Children’s and Infants’ Wear Stores. 
Cost of Doing Business Survey No. 6 
(New York 8: Dun & Bradstreet, Inc., 
99 Church Street, 1952.) 4 pp. Free. 
[C.s.G.] 

A survey of 1950 operating results of 273 
children’s and infants’ wear stores with 
sales volumes below $300,000 provides use- 
ful standards for the individual merchant. 
The typical store secured a gross margin of 
32.5 per cent on net sales of $43,600. Ex- 
penses, including owner’s salaries of 8.9 per 
cent, totalled 28.9 per cent leaving a net 
profit before income taxes of 3.6 per cent. 
The one-third of the stores which secured 
net profits equal to 6 per cent of sales or 
more obtained higher gross margins, 34.1 
per cent, as compared with 30.6 per cent for 
the 80 least profitable stores. They also en- 
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joyed much lower expenses in every cate- 
gory, with total expenses only 24.4 per cent 
as compared with 33.2 per cent for the least 
profitable group. 

Although owner’s and employee’s salaries 
and wages constitute the principal items of 
expense here as in retailing generally, oc- 
cupancy costs loom large for this group, 
averaging 7.5 per cent. This was especially 
true for the stores with sales under $30,000 
for whom occupancy expenses totalled 9.3 
per cent of sales. As a group the stores in 
downtown locations proved least profitable. 
The slightly higher gross margin rate and 
higher sales volume which these stores ob- 
tained was insufficient to overcome higher 
charges for advertising, buying expenses, 
wages and miscellaneous items. Occupancy 
costs were similarly high in the downtown 
and neighborhood sites (8.5 per cent) but 
were lower in the secondary locations (6.5 
per cent). 


14.3 Retail Shoe Stores. Cost of Doing Busi- 
ness Survey No. 7 (New York 8: Dun 
& Bradstreet, Inc., gg Church Street, 
1952.) 4 pp. Free. [c.s.c.] 

A survey of 1950 operating results of 258 
independent shoe stores with sales volumes 
of $500,000 and less provides standards by 
which the individual merchant can evaluate 
his operations. The typical store obtained 
a gross margin of 35.3 per cent on sales of 
$67,500. Expenses totalled 30.2 per cent, in- 
cluding 9.6 per cent owner’s compensation, 
leaving a net profit of 5.1 per cent before 
income taxes. As in studies of other retail- 
ers, the most profitable stores among those 
studied enjoyed both above average gross 
margin and lower expenses of almost every 
sort. Inventory turnover, although varying 
from 1.6 times for stores with sales under 
$50,000 to 2.5 times for outlets with volume 
over $100,000, was not related to profitabil- 
ity, averaging 1.9 for the 86 stores earning 
under g per cent of sales and 1.8 for the 91 
retailers making a net profit of 7 per cent of 
sales or more. Both margins and expenses 
were higher for women’s than for family 
shoe stores. Both margins and expense ra- 


tios also varied directly with the prices of 
shoes carried. In order to enable direct com- 
parisons, the data are tabulated for store 
groups by sales size, city size, credit policy, 
price lines carried, store type, and form of 
organization as well as by profitability. 


14.4 Grocery and Meat Stores. Cost of Doing 
Business Survey No. 8. (New York 8: 
Dun & Bradstreet, Inc., 99 Church 
Street, 1952.) 4 pp. Free. [c.s.c.] 
This study of 1950 operating results of 
260 independent food markets with sales 
under $500,000 is similar to other studies in 
the series designed to provide standards for 
the smaller merchant. Separate tabulations 
show margins and individual expense items 
by sales size, city size, form of organization, 
credit policy, delivery policy, type of service 
offered and degree of profitability. 


14.5 Retailing in Ferment. Printers’ Ink, 
December 12, 1952. [R.M.C.] 

Changes in retailing and what they mean 
to marketing and advertising people are 
discussed in this special report which is de- 
voted to presenting an integrated picture 
that will give the reader information, per- 
spective, and direction. 


17. WHOLESALING 


17.1 Survey of 1951 Operations of Service 
Wholesale Druggists. Orin E. Bur- 
ley. (Bulletin No. 44. New York: 
The National Wholesale Druggists’ 
Association, 330 West 42nd Street.) 
56 pp. Free. [c.s.c.] 

The 1951 edition of the detailed annual 
study of wholesale drug operations will, 
like its predecessors, provide useful stand- 
ards against which drug wholesalers may 
judge various aspects of their operations. 
The presence of regional and size break- 
downs, the long period over which com- 
parable data have been collected, the publi- 
cation of interqu. .le or complete range 
data where appropriate, and the inclusion 
of productivity data make these studies es- 
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pecially useful to management, for whom 
they are directly prepared, and to students 
of marketing who often lack reliable data in 
meaningfully sufficient detail. 

Despite higher prices, an 11.6 per cent 
increase in dollar sales, higher line exten- 
sions, and improved productivity in both 
warehouse and office, the operating expense 
ratio in 1951, 12.6 per cent, was about the 
same as iN 1950, 12.5.per cent. The ratio was 
12.0 per cent in 1941. 

Range data again point out that differ- 
ences in performance among establishments 
within a size group tend to be much greater 
than differences between groups. The num- 
ber of lines per man-hour in warehouse op- 
erations improved on an unweighted an- 
nual average basis from 17.52 to 17.83 lines, 
but one firm reported only 7.74 lines while 
some firms in every region attained average 
productivity in excess of 25 lines per man- 
hour. The data on office productivity reveal 
similar variances. On a national basis the 
unweighted 4-quarter average improved 
from 16.73 to 18.33 lines per office man-hour; 
but some firms attained over 30 lines while 
firms of all sizes and in all areas reported 
output below 13 lines, with a minimum of 
10.20. 


17.2 New in the Distribution Scheme: The 
Ethical Drug Jobber. Elsa Gidlow, 
Sales Management, December 1, 
1952. [R-M.C.] 

Sales executives and management in 

many businesses other than the drug in- 

dustry will find significance in the new de- 
velopment presented in this article. Full- 
line wholesale drug houses have been slow 
in adjusting their operations to meet the 
new needs of retail druggists brought about 
by the increasing flow of new branded ethi- 
cal drug products to the market. The un- 
satisfied need of the druggist for technical 
product information and better service as 

a means of reducing inventory investment 

has brought about a new type of specialty 

drug wholesaler on the West Coast. 

Here is another clear-cut example of the 

need to keep abreast of trends. 


18. FEDERAL, STATE, LOCAL 
REGULATION 


18.1 Antitrust Law and the Big Buyer: An- 
other Look at the A & P Case. Joel 
B. Dirlam and Alfred E. Kahn, The 
Journal of Political Economy, April, 
1952. [E.D.] 

A & P was convicted under the antitrust 
laws because the courts inferred an attempt 
to monopolize, largely through abuses of 
buying power. Critics of the Department of 
Justice have used Clark’s “principle of off- 
setting imperfections” as the basis for at- 
tacks on the department’s case. The two 
general bases for arguing that A & P’s power 
and tactics contributed to more workable 
competition are: (1) it beat down suppliers’ 
prices (by finding bargains, by exacting 
discriminatory concessions, and by creating 
a situation in which price concessions spread 
to all buyers); and (2) it improved resource 
utilization in the industry (by increasing 
competition at all levels, by shifting sup- 
plier competition from advertising to price, 
by performing distributive functions more 
efficiently, and by making possible fuller 
utilization of suppliers’ plants). 

These arguments are examined as they 
apply to A & P and are generously illustrated 
with cases. The conclusion is reached that 
while some of A & P’s illegal activities 
proved, on balance, to be in the public in- 
terest, the beneficial effects of such activities 
have been greatly exaggerated. Opinion and 
evidence support the conclusion that A & P’s 
competition has not been appreciably 
weakened by the actions against it and that 
“the government has struck a better balance 
than have some of its critics.” 


18.2 The Origins of Resale Price Mainte- 
nance: A Study of Three Branches of 
Retail Trade. B. S. Yamey, The Eco- 
nomic Journal, September, 19532. 
[E.D.] 

On the basis of an examination of retail 
trade journals of 1885 to 1906, this paper 
indicates the motives and pressures which 
gave rise to demands for resale price main- 
tenance in the grocery, drug and patent 
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medicine, and tobacco trades in Great 
Britain and the reasons why manufacturers 
satisfied or rejected those demands. Three 
general conditions were apparent during 
this period. 

(1) The initiative to introduce resale 
price maintenance came from retailers 
rather than manufacturers. The movement 
grew out of the threat which price-cutting 
firms presented to the profits and existence 
of large numbers of non-price-cutting re- 
tailers and was designed to preserve or en- 
large the share of the retail market served 
by non-price-cutters. Its method was to in- 
duce manufacturers by persuasion, threat, 
and offers of support to introduce and en- 
force minimum retail prices. 

(2) The rapidity with which the reluc- 
tance of manufacturers was overcome de- 
pended largely upon the strength of retail 
organization. The adoption of resale price 
maintenance was not the inevitable adjunct 
of branding and advertising. Manufacturers 
protected prices not because their brands 
suffered in the hands of the price-cutting 
retailers, but because there was organized 
reaction by many retailers who disliked 
competition. 

(3) The most effective resistance to the 
introduction of protected brands came from 
owners of well established brands. Con- 
sumers showed their appreciation of low 
prices by supporting price-cutting retailers, 
and manufacturers of established brands 
were reluctant to raise prices or to interfere 
with the policies of successful retailers. 


20. MARKETING THEORY 


20.1 Inventory Control in Theory and Prac- 
tice. T. M. Whitin, The Quarterly 
Journal of Economics, November, 
1952. [E.D.] 

One facet of an inventory control system 
is the calculation of economical purchase 
quantities, illustrated by a formula in which 
the economical purchase quantity is seen to 
vary with the square root of sales and in- 
versely with the square root of carrying 
charges. A second basic facet is the determi- 
nation of reorder points, based on the 


amount necessary to fulfill mean expected 
demand during the replacement period and 
a safety allowance to provide protection 
against depletion due to variations in de- 
mand. 

A major contribution of this paper is to 
demonstrate the precise form of interaction 
between these two elements of inventory 
control—economical purchase quantities 


and reorder points—utilizing data on esti- . 


mated sales, carrying charges, unit cost, unit 
cost of depletion, and ordering cost. 

However, in the case of style goods, the 
most important variables are the costs of 
depletion and the costs of liquidating sur- 
plus material. Also, in this case, sales and 
inventory are likely not to be independent 
of one another. A static illustration in which 
expected profits are maximized is presented 
for mail order companies, and a similar 
method is proposed for a dynamic situation 
in which expected loss functions are mini- 
mized. 

Some inventory data from the United 
States Department of Commerce are dis- 
cussed; and comments are made about the 
relationships among inventory control anal- 
ysis, businessmen’s behavior, and economic 
theory. 


21. PRICES AND PRICE POLICIES 


21.1 The Cigarette Industry’s Price Policies. 
E. T. Grether, The Journal of Busi- 
ness, October, 1952. [E.D.] 

This is a book review of William H. 
Nicholls, Price Policies in the Cigarette In- 
dustry (Nashville: Vanderbilt University 
Press, 1951), which has been given the status 
of an article. The reviewer regards this vol- 
ume as a significant contribution to the 
literature on the analysis of markets of oli- 
gopsony and oligopoly, especially the latter. 


22. GENERAL MARKET STATISTICS 


22.1 The Western Market Issue. Advertising 
Age, October 20, 1952. [R.M.C.] 
Statistics and interpretive articles relat- 
ing to the Western part of the United States 
are presented from the standpoint of the 
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advertiser in this 50-page special section. 
Attention is directed to the importance of 
the area as a whole, each of the eleven west- 
ern states, their key counties and cities, and 
the patterns of living of their people. 


22.2 Consumer Income Data—A Supplement 
to Consumer Markets. February, 
1953. Standard Rate and Data Serv- 
ices, Inc., Evanston, Illinois. [R.M.c.] 


This consumer-income supplement to the 
1952-53 Consumer Markets (a market data 
book) contains two series of income data 
which are of interest to marketing people. 
The first of these series shows total “spend- 
able income,” the equivalent of personal 
disposable income, for each state, county, 
metropolitan area, city and town of over 
5,000 population in the United States. The 
second series shows for each of the above 
markets the number of “consumer units” in 
each of four gross income groups. “Con- 
sumer unit” is the equivalent of family, if 
one person families are included. All in- 
come data are for 1951. 

What makes the total “spendable income” 
series of particular interest is the fact that 
this is the first such series published which 
has been based on the income data collected 
in the 1950 Census. The wide differences be- 
tween the data shown here and those shown 
in other comparable series will undoubtedly 
cause considerable discussion. The Bureau 
of the Census completed its release of in- 
come data near the end of 1952. These Cen- 
sus data show 1949 income. Standard Rate 
and Data Services, Inc. has adjusted the 
Census figures for non-reporting, under-re- 
porting, and income taxes, and has pro- 
jected the results to 1951. 

Since the Census income data were col- 
lected wherever people lived, it has been 
possible for Standard Rate and Data Serv- 
ices to show the distribution of “consumer 
units” by income groups for each of the over 
6,000 markets mentioned above. This in- 
formation has not been available before. 
The income groups shown are: under $2,000, 
$2,000-$3,999, $4,000-$5,999, and $6,000 and 
over. 

Hereafter both of these series will be in- 


cluded in the annual volume instead of be- 
ing issued as a separate supplement. 


24. RESEARCH TECHNIQUE 


24.1 Market Attitudes: A Research Report 
from the Medical Field. Theodore 
Caplow, Harvard Business Review, 
November-December, 1952. [E.D.] 

While marketing can never be an exact 
science, it should be made more precise. The 
need is for greater knowledge of the indi- 
viduals who make up the particular seller's 
market, especially knowledge of how they 
think, feel, and act in relation to the seller’s 
product. This article reviews a case study by 

a sociologist of how physicians make their 

decisions about advertised therapeutic prod- 

ucts. Findings were obtained through a 

guided type of interview among 129 prac- 

ticing physicians in six north central states. 

The doctors surveyed received an average 
of 6.6 medical journals; 46 per cent engaged 
in some kind of regular, systematized, or 
cover-to-cover reading of journals. Physi- 
cians were found to be favorably disposed 
toward advertising and to have favorable 
attitudes toward large drug houses and to- 
ward medical journals themselves, although 
there were some criticisms of journal ad- 


~vertising—failure to specify quantities and 


sizes, failure to describe chemical composi- 
tion, excessive claims, and nomenclature. 

The doctors interviewed received an av- 
erage of 10.6 pieces of direct mail advertis- 
ing per day—an increase of more than 100 
per cent since 1940. Sixty-two per cent re- 
ported that such mail received some kind of 
inspection by the doctor. However, 37.7 per 
cent of all doctors were resertful of direct 
mail advertising because of waste of time 
and effort in opening, excessive costs, and 
lack of pinpointing. 

Calls of detail men averaged eleven min- 
utes in length because of a small number of 
long calls. Sixty-nine per cent of the doctors 
reacted favorably or enthusiastically to de- 
tail men because they brought information 
about new products, answered pharmaceuti- 
cal questions, had desirable attitudes and 
personalities, or were congenial. Those who 
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objected to them believed there were too 
many, the doctor could not eliminate those 
men handling products which he didn’t use, 
they had too little information, or they in- 
terrupted office routine. 

The mutual dependence of doctor and 
druggist appeared to be greatest in very 
small towns and very large cities. In gen- 
eral, it appeared that the doctor is more de- 
pendent upon the druggist than the druggist 
upon the doctor. 

The principal source of technical infor- 
mation was contacts (44 per cent). This 
compares with 37 per cent who got their in- 
formation from reading and 19 per cent 
who were uncertain of the source of their 
information. 

Most doctors believed they were able to 
keep up with new developments. On the 
basis of careful questioning, the author 
classified doctors on the basis of their con- 
servatism: conservative, 43 per cent; neutral, 
40 per cent; experimental, 17 per cent. 


24.2 On Communication Models in the Social 
Sciences. Karl W. Deutsch, Public 
Opinion Quarterly, Fall, 1952. [E.D.] 

A model is “a structure of symbols and 
operating rules which is supposed to match 

a set of relevant points in an existing struc- 

ture or process.” A type of model related to 

the mechanism of circulating systems has 
been used in recent years by such people as 

Harvey (the blood), Freud (the libido), 

Leontieff (output-input) and Keynes. Even 

more recently, another type of model re- 

lated to developments in neuro-physiology 
and communications engineering has been 
developed by such people as Cannon (“ho- 
meostasis”) and Wiener (“cybernetics”). 
Models serve four functions: the organiz- 
ing (ordering and relating disjointed data 
and showing similarities or connections); 
the heuristic (leading to the discovery of 
new facts and methods); the predictive 

(ranging from yes-no predictions to ones of 

when and how much); and the measuring 

(ranging from rank orderings to ratio 

scales). In addition to these performance 

functions, models may be evaluated on the 
basis of originality, simplicity, and realism. 


Models in the social sciences may start 
from too naive assumptions, as evidenced 
by work of Rashevsky and Zipf, or by the 
use of arbitrary constants or coefficients, as 
evidenced by work of Richardson. 

Models of communication and control 
and their implications for research on or- 
ganizations are discussed. If we can map 
pathways of communication between parts 
of an organization and means by which in- 
formation is applied to the behavior of the 
organization in relation to the outside 
world, we shall have increased our under- 
standing of that organization in terms of its 
autonomy, self-consciousness, initiative, and 
capacity for growth and learning. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 Seat Covers (Philadelphia, Curtis Pub- 
lishing Co., Research Dept.; Infor- 
mation Section.) 3 pp. 1952. [C.s.c.] 

This is a convenient summary of data 
from a number of sources on the nature of 
the market for automobile seat covers. 


26. MISCELLANEOUS 


26.1 Digests of Principal Research Depart- 
ment Studies, Vol. IV: 1946-49. (Phil- 
adelphia, Curtis Publishing Com- 
pany, 1952.) 164 pp. [c.s.c.] 

This indexed guide provides a useful 
summary of Curtis Research studies for the 
period covered. 


26.2 The Psychological Approach to the So- 
cial Sciences. The American Journal 
of Economics and Sociology, Octo- 
ber, 1952. [E.D.] 

The entire issue of this Journal is devoted 
to papers on the psychological approach to 
each of various social sciences on the as- 
sumption that, in the social sciences, insights 
could be greatly enhanced if psychological 
data, methods, and theories were taken into 
account. Two papers are of possible interest 
to marketing specialists. One, “Psychologi- 
cal Data in Business Cycle Research,” by 
George Katona and Lawrence R. Klein, dis- 
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cusses studies of data on consumers and in- 
vestors in the Surveys of Consumer Finances 
to determine expectations, related attitudes, 
and the effects of these perceptions on be- 
havior through the business cycle. The other 
is “The Potential Contribution of Sociologi- 
cal Theory and Research to Economics,” by 
Arnold M. Rose, in which are set forth and 
discussed eight basic socio-psychological as- 
sumptions underlying economic theory. All 
eight are paraphrased from Knight, Risk, 
Uncertainty, and Profit (1921). 


26.3 Survival Patterns of the Postwar Busi- 
ness Population. Betty C. Churchill, 
Survey of Current Business, Decem- 
ber, 1952. [E.D.] 

This is another report in the United 
States Department of Commerce’s continu- 
ing study of business mortality and survival 
and deals specifically with survival experi- 
ence to date of businesses formed in the post- 
war period. Certain observations about busi- 
ness firms in general were: 


(1) Three-fifths of the four million firms 
in operation in 1951 had been established or 
acquired by transfer since the end of World 
War II. The median age was 4.3 years. 

(2) Half of all newly acquired or newly 
established firms in this period had been 
sold or liquidated within two years. 

(3) The longer a new firm endured, the 
greater was its life expectancy. 


Certain observations about wholesale and 
retail firms were: 


(1) Wholesale trade firms had the best 
survival record: nearly four-fifths survived 
the first full year of operation; 45 per cent 
survived five years. 

(2) Less than 65 per cent of retail trade 
firms survived the first year; only one-fifth 
reached the age of five. 

(3) Only three retail trade groups (filling 
stations, eating and drinking places, and the 
food and liquor group) showed turnover 
rates [ (discontinuances plus transfers) di- 
vided by firms in operation] higher than 
those for all industries combined. Because 
transfer rates appear to be highly correlated 


with survival rates, it is reasonable to be- 
lieve that these three subdivisions of retail 
trade had a life expectancy lower than aver- 
age and that other retail trade groups had a 
life expectancy greater than average. . 


26.4 A Note on Tertiary Production. Allan 
G. B. Fisher, The Economic Journal, 
December, 1952. [E.D.] 


This is a discussion of the concept of ter- 
tiary production and of the importance (or 
unimportance) of the concept of tertiary 
production in a study of the processes of 
economic progress. It is pointed out that 
except for work on the economics of retail- 
ing and transportation, little is known 
about the economics of tertiary industries. 


26.5 Watch Competitors, But Let Needs and 
Problems Decide Sales Methods. Jn- 
dustrial Marketing, December, 19532. 
[R.M.C. ] 


Executives representing eleven industrial 
firms give their answers to the following 
questions: How important do you believe 
it is to keep watch on your competitors? 
How do you keep track of their various ac- 
tivities? What types of activities do you 
watch? 

In response to these questions there was 
frequent mention of the following points: 
(1) while it is necessary to be aware of what 
competition is doing, a company should 
avoid being a follower; (2) salesmen’s re- 
ports, analysis of competitor’s products, and 
trade shows are important sources of infor- 
mation; and (3) while all activities of com- 
petitors are important, perhaps the ones 
most closely watched are the introduction of 
new products and improvement of existing 
ones. 


26.6 Strategy of the Seller—or What Busi- 

nessmen Won't Tell. John McDon- 

ald, Fortune, December, 1952. [R.M.C.] 

Based on a survey of 59 companies this 

article deals with the question of what in- 

formation you should or shouldn’t with- 

hold from competitors for purposes of 
strategy. 
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RESEARCH COMPLETED IN 
COLLEGES AND UNIVERSITIES 


ROBERT BarTELs, Editor 


UNIVERSITY OF ARIZONA 

The Relation between Locker Plants and 
Home Freezers in the Distribution of 
Frozen Foods in Arizona, Part 2, Quan- 
tity Buying for Home-Freezer Storage, 
B. Eleanor Johnson and James A. 
Mixon; 1952, College of Agriculture, 
University of Arizona. 


STATE UNIVERSITY OF IOWA 

The Marketing of Consumer Services, 
Ward J. McDowell; Doctor’s Thesis, 
unpublished, available at University 
Library. 

Retail Trade Area Analysis, West 
Branch, Iowa, Bureau of Business and 
Economic Research, $1.00. 


UNIVERSITY OF MARYLAND 
Maryland Economic Indices, Vol. VI, No. 
3, Studies in Business and Economics, 
December, 1952. 


UNIVERSITY OF MINNESOTA 
Wholesaling in the Twin Cities, Edwin 
H. Lewis; 1952, The University of Min- 
nesota Press. 


NORTHWESTERN UNIVERSITY 

Feasibility of Using a Probability Sample 
Design for a Continuous Consumer 
Panel, Harper W. Boyd, Jr.; Doctor’s 
Thesis, unpublished, available on in- 
ter-library loan from Deering Library, 
Northwestern University. 

A Study of the Possibilities of Attracting 
Individual Savings into Equity Capital, 
Ralph L. Westfall; Doctor’s Thesis, 
available on inter-library loan. 


Onto STATE UNIVERSITY 

Financing of Feeder Livestock in Ohio, 
George Henning and Merrill Evans; 
Research Bulletin No. 712, December, 
1952, Ohio Agricultural Experiment 
Station, Wooster. 

Marketing of Feeder Cattle of Southeast 
Ohio through Auctions, George Hen- 
ning and Merrill Evans; mimeographed 
Bulletin No. 237, College of Agricul- 
ture, The Ohio State University. 


Downtown versus Suburban Shopping— 
A Study of Attitudes toward Parking 
and Related Conditions, C. T. Jonas- 
sen; Project 494, The Ohio State Uni- 
versity Research Foundation, 1952. 

Providing Automotive Transportation 
for Salesmen, Herbert Tyner; M.B.A. 
Thesis, unpublished, available on in- 
ter-library loan. 


THE UNIVERSITY OF OKLAHOMA 
The Independent Petroleum Refiner in 
Oklahoma, Donald A. Fauble; 1952, 
Master’s Thesis. 
A Study of Industrial Location Factors in 
Regard to Altus, Oklahoma, Ira Com- 
stock; 1952, Master’s Thesis. 


THE PENNSYLVANIA STATE COLLEGE 
Sales Possibilities of Children’s Under- 
wear in Retail Stores, Arthur W. Ein- 
stein; Bulletin No. 52, Bureau of Busi- 
ness Research, December, 1952, no 
charge. 
UNIVERSITY OF SOUTHERN CALIFORNIA 
The Development of the Industrial Pro- 
gram of the Pasadena Chamber of 
Commerce, Frederic E. Graff; Master’s 
Thesis, available from Department of 
Management, University of Southern 
California. 


UNIVERSITY OF UTAH 
Rich’s of Atlanta: The Story of a Store 
since 1867, Henry Givens Baker; Uni- 
versity of Utah Press, Salt Lake City; 
$5.00, plus postage. 


UNIVERSITY OF WASHINGTON 

Subsistence Procurement for the Armed 
Services, published by Munitions Board, 
U. S. Department of Defense; October, 
1952; to be released at future date. 

Analysis of 1951 Retail Furniture Associ- 
ation of Washington Operating Data, 
Charles J. Miller; October, 1952; ob- 
tainable from Retail Furniture Associ- 
ation of Washington, Seattle. 

Economic Relationships of Parking to 
Business in the Seattle Metropolitan 
Area, Louis C. Wagner; to be published 
by Highway Research Board, National 
Research Council, Washington, D. C. 
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Legislative and Judicial Develop- 


ments in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


REGULATION .OF PRODUCT 
CHARACTERISTICS 

A. Product Standards 

B. Product Quality 

C. Packaging and Conditions of Sale 


Ill. REGULATION OF PRICE COMPE- 
TITION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Max- 
imum) 
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II 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrangements, 
etc. 


V. REGULATION OF UNFAIR COM- 
PETITION 
A. Advertising 
B. Non-Advertising Promotional Meth- 
ods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 


B. Collusive Practices 
1. United States v. Outdoor Advertis- 
ing Assoc. of America, et al, CCH 4 67,341 
(D.C. Ill., September, 1952). 

The consent decree filed in this action is 
interesting chiefly because it deals with asso- 
ciation activities of an important segment of 
the advertising business. Here the defendant 
associations are enjoined from engaging in 
such practices as agreeing on rates to be 
charged, dividing territories, setting agency 
commissions collectively, jointly determin- 
ing agency eligibility for commissions (“rec- 
ognition”), discriminating between mem- 
bers respecting dues and the publishing of 
data, and using a system of interlocking di- 
rectorates. The decree also requires such af- 
firmative actions as the opening of member- 
ship in the associations to any operator. 
Some of the practices prohibited may be pe- 
culiar to the industry concerned here, but 
others, such as the standard agency commis- 
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sion, the group determination of “recogni- 
tion,” and so on are practiced by organiza- 
tions of other kinds of media as well. To 
these the decree may have special signifi- 
cance. 


II. REGULATION OF PRODUCT 
CHARACTERISTICS 


A. Product Standards 


1. Atlas Powder Co. v. Ewing, 21 
U.S.L.W. 2304 (CCA 3, December, 19532). 
The vast majority of the day-to-day work 
of the Federal Food and Drug Administra- 
tion involves the seizure of food that has 
been contaminated by dirt or spoilage, the 
prevention of deliberate adulteration of 
foods or drugs, and the punishment of re- 
tailers who sell such drugs as the barbitu- 
rates without proper prescription. There 
can be little quarrel with activities of this 
kind which protect the consumer from cir- 
cumstances with which he is almost power- 
less to deal. On the other hand, the agency's 
power to establish standards of identity for 
foods frequently furnishes a focal point for 
the expression of fundamental differences of 
opinion respecting the extent to which gov- 
ernmental authority should regulate busi- 
ness activities. The authority to set stand- 
ards was specifically granted by the Food, 
Drug, and Cosmetics Act of 1938 (21 
U.S.C.A. 341) and has been upheld from the 
first by the United States Supreme Court. 
For example, in Federal Security Admin- 
istrator v. Quaker Oats Co., 318 U.S. 218 
(1943), the defendant was prohibited from 
stating (quite truthfully) on its label that 
the product was enriched with vitamin D 
because the official standard for enriched 
farina included more vitamins and min- 
erals. The administrator had argued that 
consumers were unaware of the amounts of 
particular vitamins that should be added, 
were confused by conflicting statements, and 
therefore needed to be protected from their 
own ignorance by a standard which would 
require complete rather than partial enrich- 
ment. Such a position goes far beyond legis- 
lation which is designed simply to protect 
the consumer from deception by false state- 


ment, exaggeration, adulteration, or similar 
trickery. 

The present case involves an appellant 
who produces a bread softener, polyoxyeth- 
ylene monostearate, which it is sold to bak- 
eries. In its recent order establishing stand- 
ard of identity for bread, the Food and Drug 
Administration excluded this softening 
agent. Atlas argues that its product is a 
harmless additive, that bread with or with- 
out the chemical is essentially the same 
product. The circuit court, relying on prece- 
dent, is unsympathetic, although the lay 
observer might wonder if the consumer's 
welfare would not be adequately protected 
by a somewhat less stringent standard—for 
example, one which would require that if 
the softener is used, a statement to that ef- 
fect, in suitable lettering, appear on the 
wrapper. 


B. Product Quality 


1. United States v. Cardiff, 344 US. 
174 (December, 1952). 


In the performance of its regular task of 
enforcing the federal regulations with re- 
spect to adulteration and misbranding of 
food, drug, and cosmetic products, the Food 
and Drug Administration relies to a consid- 
erable extent on the ability of its inspectors 
to enter factories and warehouses in order to 
check upon conditions under which prod- 
ucts are made or stored, in this way locating 
contaminated, adulterated, or misbranded 
products in wholesale quantities and often 
discovering conditions leading to contami- 
nation. In relation to the tremendous task 
assigned it, the Food and Drug Administra- 
tion has a very small force of inspectors. The 
alternative to inspection at the source lies in 
inspection of the finished product upon a 
sampling basis, a technique that is likely to 
be more expensive, more time consuming, 
and less effective in discovering violations of 
the law. 

Unfortunately, as the decision of the Su- 
preme Court in this case brings out very 
clearly, the Food, Drug, and Cosmetic Act as 
written in 1938 did not clearly provide for 
compulsory inspection. The wording of the 
statute respecting this topic is conflicting. 
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Section 301 (f) provides that “the refusal to 
permit entry or inspection as authorized by 
section 704” shall be punishable by fine or 
imprisonment. But section 704 authorizes 
Federal officers “after first making request 
and obtaining permission of the owner, op- 
erator, or custodian” of a plant, warehouse, 
etc., “to enter, at reasonable times, . . . and 
to inspect. . . .”(italics mine). In consider- 
ing these statements the Supreme Court 
notes that the phraseology of the two sec- 
tions certainly does not serve to notify a 
manager or owner that if he refuses entry he 
thereby violates the law. On this basis then, 
the court rules that the inspectors do not 
have absolute right of entry and that the re- 
fusal to permit them to enter and inspect is 
not a violation of the law. 

Apparently the only remedy now avail- 
able to the Food and Drug Administration 
is an amendment to its enabling act spe- 
cifically clarifying this point. How seriously 
this decision will affect the actual operations 
of the Food and Drug Administration re- 
mains to be seen. It may be that many other 
firms will follow the lead of the apple pro- 
cessor of Yakima, Washington, who denied 
entry to the inspectors in this instance. On 
the other hand many firms may decide that 
they have nothing to fear from inspection or 
that denial of entry will inevitably result in 
sample inspection of their products anyway 
and that their position may be somewhat 
more tenable if they cooperate with the in- 
spectors. In the absence of evidence of un- 
reasonable actions on the part of field in- 
spectors there seems to be little reason why 
the more efficient and effective technique of 
inspection at the source should not be made 
possible by an appropriate amendment to 
the law. 


Ill. REGULATION OF PRICE COM- 
PETITION 
A. Price Discrimination 
1. United Whelan Cigar Stores Corp. 
v. H. Weinreich Co., 107 F. Supp. 89 
(D.C.N.Y., July, 1952). 
In 1949 United Whelan Cigar Stores Cor- 
poration agreed to buy its costume jewelry 


requirements exclusively from defendant 
Weinreich in return for the latter’s agree- 
ment that it would pay United a commis- 
sion equal to two and one-half per cent of 
retail prices to be passed on to sales em- 
ployees as encouragement to sell the jewelry. 
Furthermore, Weinreich agreed to pay one- 
half the salaries of four supervisory em- 
ployees in charge of the promotion of these 
products. Finally, a special three per cent dis- 
count was to be allowed on all purchases ex- 
ceeding $125,000 annually and unusually 
liberal return goods privileges were _per- 
mitted. Substantial amounts in such com- 
missions, discounts and salaries were paid. 
At the time the contract was arranged the 
seller had orally stated that no other cus- 
tomers were given such advantages. 

In this action United, having belatedly 
“got religion,” asks the court for a declara- 
tory judgment setting aside the contract be- 
cause it violates the Robinson-Patman Act 
and section three of the Clayton Act. One 
finds it difficult to avoid the suspicion that 
petitioner’s action is prompted by the deci- 
sion of the Seventh Circuit Court of Appeals 
in the Automatic Canteen Co. case. There, 
for the first time, a buyer was held guilty of 
violating Section 2 (f) of the Robinson-Pat- 
man Act by knowingly accepting a price dis- 
crimination. (See the April, 1952, issue of 
this section. Certiorari having been granted, 
the case is now before the Supreme Court 
for final decision.) 

The defendant’s only defense was that the 
petitioner came into court with “unclean 
hands,” i.e., was himself guilty. As might be 
expected, the decision invalidated the con- 
tract, noting that United could hardly be re- 
quired to live up to a contract which would 
place him in jeopardy since it clearly vio- 
lated the law. In view of the decision in the 
Automatic Canteen case (if it stands) many 
other buyers may conclude, as did United 
Whelan, that they no longer can afford to 
risk being known beneficiaries of price dis- 
criminations rendered illegal by the Robin- 
son-Patman Act. 


2. Also noted: 
(a) Opinion of the Attorney General of 


aa aes 


| 
4 
as 
a 


LEGISLATIVE AND JUDICIAL DEVELOPMENTS 451 


Minnesota, CCH 4 67,362 (November, 
1952), states that the Minnesota “Unfair 
Practices Act” does not prevent wholesalers 
from seeking retail grocers’ patronage by of- 
fering the use of freezers or refrigerators on 
a rent free basis, although reference is made 
by the opinion to the fact that under certain 
circumstances section three of the Clayton 
Act might be violated by such a practice. 


B. Resale Price Maintenance 


1. Sunbeam Corp. v. Central House- 
keeping Mart, Inc., CCH 4 67,379 (Supe- 
rior Ct., Cook Co., Ill., December, 1952). 


In one of the first decisions based on the 
McGuire Act aimed at reestablishing the ef- 
fectiveness of resale price maintenance a 
state court here grants the petitioner a per- 
manent injunction prohibiting the defend- 
ant discount house from cutting prices on 
Sunbeam products below their established 
minimums. Apparently the defendant did 
not attack the constitutionality of the stat- 
ute, but rather attempted to contest the in- 
junction on a number of procedural counts. 


2. Eli Lilly and Co. v. Schwegmann 
Bros., CCH 67,409 (D.C.La., January, 1953). 


Much more significant than the ruling re- 
ported above is the later decision handed 
down in New Orleans in answer to the re- 
quest of Eli Lilly and Company for an in- 
junction to restrain the Schwegmann Broth- 
ers from cutting prices on Lilly products. In 
this action the defendant firm directly chal- 
lenges the constitutionality of both the Mc- 
Guire Act and the Louisiana Fair Trade 
Law on the ground that they constitute un- 
lawful delegation of legislative authority to 
fix prices and that they violate the due 
process clause of the Fifth and Fourteenth 
Amendments. Judge Wright nevertheless 
granted the injunction against defendants, 
but the wording of his opinion betrays his 
reluctance to do so. He bluntly states that 
the basic issue lies between those who “be- 
lieve(s) in free competition and those who 
believe that millions of products sold under 
the name of the manufacturer or producer 


should be eliminated from competition in- 
sofar as that competition relates to resale 
prices.” (p. 68,077) Noting that most of 
the pressure for resale price maintenance 
apparently has come from retailers although 
its legal justification rests upon its ostensi- 
ble aim to protect the goodwill of manufac- 
turers, he recalls that this line of argument 
had been accepted by the United States Su- 
preme Court in Old Dearborn Do. v. Sea- 
gram Corp., 299 U.S. 183 (1936). Inasmuch 
as this ruling had established the basis for 
subsequent court decisions Judge Wright 
evidently feels compelled to follow prece- 
dent and issue the injunction in the present 
circumstances. Any change, he says, must 
come from the Supreme Court, which, “after 
twenty years experience under fair trade 
acts . . . may conclude that the real pur- 
pose of these acts is not to protect the good- 
will of the manufacturer, and that price fix- 
ing under these acts is not an appropriate 
means to that perfectly legitimate end, but 
is in fact an end in itself.” (p. 67,078) Schweg- 
mann already has indicated that the decision 
will be appealed. The Supreme Court, then, 
will soon be given an excellent opportunity 
to reverse the position taken in 1936 if it 
cares to do so. 


3. Federal Cartridge Corp. v. Hel- 
strom, CCH 4 67,366 (Oregon Cir. Ct., 
Multnomah Co., October, 1952). 

The status of resale price maintenance 
under state fair trade statutes has undergone 
so many changes in the past two years that 
it is not surprising that the passage of the 
McGuire Act has in some ways even added 
to the confusion. Here, for example, in spite 
of the passage of the McGuire Act, a defend- 
ant had continued to sell at cut prices Fed- 
eral’s brand of shotgun shells. The court re- 
fused to prevent the price cutting, pointing 
out that Helstrom had acquired the shells 
before the Act was passed and that therefore 
he had acquired with them the right to sell 
them at any price he pleased. The McGuire 
Act is not retroactive and rights in goods 
purchased before its passage cannot be im- 
paired. 
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4. Seagram-Distillers Corp. v. Block, 
CCH 4 67,381 (Cir. Ct., Arundel Co., Md., 
December, 1952). 


Like the preceding case, this one grows out 
of the variations in status through which re- 
sale price maintenance has gone in the last 
two years. Actually, the first step in the action 
was taken in August, 1949, when Seagram 
obtained a preliminary injunction prohibit- 
ing Block from cutting prices on its brands 
of liquor. Block thereafter moved to have 
the injunction dissolved; Seagram answered, 
but neither party brought the suit to court, 
Block apparently having decided to main- 
tain the minimum prices. In October, 1952, 
however, Block suddenly petitioned for trial 
in the long pending case. In the trial, coun- 
sel for Seagram argued that, although the 
Schwegmann decision was admittedly “an 
impediment to the enforcement of the state 
(Fair Trade) law,” the McGuire Act re- 
moved this impediment and hence the in- 
junction should be made perpetual. The 
court refuses to accept this argument, em- 
phasizing that the non-signer clause had 
never been legal (though no one realized 
this until the Schwegmann decision pointed 
out the fact) and therefore the preliminary 
injunction had been invalid and could not 
be made perpetual. On the other hand, 
Block cannot prevent Seagram from bring- 
ing a new action under the McGuire Act. 
His contention that Seagram formerly did 
not properly enforce resale prices cannot be 
now considered a valid defense against a 
new injunctive proceeding because “Some- 
times enforcement, like whisky, improves 
with age.” 


5. Dundalk Liquor Co. v. Tawes, 21 
U.S.L.W. 2272 (Md. Ct. App., November, 
1952). 

Resale price maintenance is sometimes es- 
tablished under statutory authority other 
than the fair trade enactments. This is most 
commonly true in the case of alcoholic bev- 
erages and often takes the form of a clause 


in state alcoholic beverage control laws 


which specifies that the state regulatory 
body may require applicants for license to 


meet certain requirements, such as main- 
taining prices, etc. Typically, these acts also 
provide for rather severe penalties, e.g., rev- 
ocation of the license to do business. (For 
a more complete discussion of this topic, see 
Hession, Charles H., “The Economics of 
Mandatory Fair Trade,” Journal of Market- 
ing, Vol. XIV, No. 5 [April, 1950] pp. 707- 
720.) These acts are firmly established and 
the defendant’s contention here that the 
state law was counter to the Federal Consti- 
tution and the Sherman Act came to naught. 
The court simply noted that both the gist 
Amendment and the Supreme Court clearly 
had indicated that the states had plenary 
power in dealing with intoxicating liquors; 
hence, state regulatory action could not be 
contested on federal grounds. 


C. Price Control 


1. Ellis v. Dallas, CCH ¥ 67,345 (Calif. 
Dist. Ct. App., September, 1952). 

The facts and decision provided by this 
case constitute an interesting example of the 
manner in which a state’s “Unfair Prac- 
tices” or price floor act may be interpreted. 
Dallas operated the Dee-Gee Market in 
Chula Vista, California. A few months be- 
fore Ellis opened the Freeway Ranch Mar- 
ket, Dallas began advertising certain grocery 
items at below cost and continued to make 
use of loss-leader advertising thereafter. The 
California Unfair Practices Act (Bus. & Prof. 
Code § 17,000 et seq.) prohibits, with excep- 
tions, selling below cost: (a) where the pur- 
pose of such selling is to induce, promote, or 
encourage the purchase of other merchan- 
dise, or (b) where misleading, or (c) where to 
divert trade or to injure competitors. This 
section does not require a showing of intent 
to injure competitors or to injure competi- 
tion, but § 17,043 of the same chapter de- 
fines sales at less than cost and prohibits 
them when made “for the purpose of injur- 
ing competitors or destroying competition.” 
Finally, § 17,071 goes on to declare that 
proof of such price cutting together with 
proof of the injurious effect of such acts is 
presumptive evidence of the purpose or in- 


ag 
2 
« 


LEGISLATIVE AND JUDICIAL DEVELOPMENTS 453 


tent to injure competitors or destroy compe- 
tition. 

The court’s opinion in this case, uphold- 
ing a trial court’s ruling, reviews a number 
of the leading decisions and remarks that 
they often mention the fact that the pre- 
sumption of intent to injure competitors or 
competition may be offset by evidence show- 
ing the absence of such intent. In this case, 
says the court, the defendant presented sub- 
stantial evidence of the lack of such intent 
and the trial court had accepted his posi- 
tion, namely that his use of loss leaders was 
begun before his competitor began opera- 
tions and was used simply as a means of at- 
tracting trade. The statute, therefore, had 
not been violated. 

This holding is perhaps reassuring in 
some small way since it indicates further 
judicial uneasiness concerning the restric- 
tions which have been placed on the indi- 
vidual’s freedom to set prices openly and 
without intent to endanger the level of com- 
petition. Although the language of the opin- 
ion does not specifically so state, its reason- 
ing seems to support the hopeful view that 
perhaps injury to competition will be given 
more attention than injury to competitors. 
The typical statute of this kind, of course, 
couples both terms as though they were sup- 
plementary rather than antithetical in the 
particular connotation. The essence of com- 
petition is rivalry; every effective price cut, 
every convincing advertisement, in fact, 
every sale successfully concluded injures a 
competitor in a very real sense by prevent- 
ing him from achieving that same particular 
success. Actually, then, it is not too much to 
say that competition is injured whenever 
individual competitors are prevented by 
statute or otherwise from fairly “injuring” 
one another. It may be considered desirable 
public policy to “injure” or restrict compe- 
tition by reducing the ways or the vigor by 
which rivals may compete, but the implica- 
tions of such public policy should be clearly 
understood and the misleading coupling of 
the terms competition and competitors 
should be avoided. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 
A. Operating Features of Marketing Insti- 
tions 
1. Pike v. Porter, 21 U.S.L.W. 2318 
(Montana Supreme Ct., December, 1952). 


Like many other states, Montana specifi- 
cally provides that its pharmacy board may 
license stores other than phamarcies to sell 
ordinary household or medicinal drugs pre- 
pared in sealed packages by qualified manu- 
facturers (Rev. Code Mont., 1947, Section 
66-1508). But another section (66-1522) pro- 
hibits the use of the word “drug” either as 
part of the name of a store or in referring to 
a place of business in advertising unless such 
store is a licensed pharmacy in charge of a 
licensed pharmacist. The supreme court of 
the state now rules that this attempt to limit 
the use of the name drugstore is unconsti- 
tutional because it deprives merchants of 
drug products, except pharmacists, of the 
right to accurately designate the kind of 
products they are legally permitted to sell. 

Certainly it is desirable that artificial at- 
tempts to restrict competition by protecting 
particiular groups of sellers should be struck 
down wherever encountered. Thus there 
should be no hesitation in invalidating laws 
which would prevent the ordinary retailer 
from selling such products as aspirin, etc., 
but in this case there arises the interesting 
possibility that the term “drug” connotes 
more than prepackaged drugs to the con- 
sumer; it may possibly convey the notion 
that the store handles prescriptions as well 
as packaged drug items. Needless to say, no 
evidence respecting what the term “drug- 
store” does mean to the consumer was pre- 
sented. 


B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements 

1. Nelson Radio and Supply Co. v. 

Motorola, Inc., 200 F. 2d 911 (CCA 5, De- 
cember, 1952). 

Both the facts and the logic supporting 

the decision in this case are of more than 

usual interest. Nelson had been a distribu- 
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tor for Motorola’s products in parts of Ala- 
bama and Florida for several years prior to 
1948. During this time he had built up a 
prosperous business for Motorola products, 
including automobile heaters, radio and 
television products, and communication 
equipment. In January, 1948, Motorola sub- 
mitted a new contract for signature by Nel- 
son which specifically excluded communica- 
tion equipment; furthermore, Nelson was 
told that he was prohibited from selling 
competing brands of communication equip- 
ment while acting as a distributor for any 
Motorola products. He objected but signed 
the contract that year; the following year 
negotiations between the parties broke 
down over this same point, Nelson finally 
refusing to sign an agreement. Other Mo- 
torola distributors throughout the country 
proved to be more tractable and accepted 
similar contracts. Nelson thereupon sued 
for treble damages, contending that the 
plan constituted a conspiracy to monopolize 
in violation of the Sherman Act, and an ex- 
clusive dealing contract tending to injure 
competition in violation of section three of 
the Clayton Act. 

The majority decision of the circuit court 
rejects plaintiff's contentions on the grounds 
that Motorola’s plan cannot be a conspir- 
acy because a corporation cannot conspire 
with itself or its officers nor can it be a viola- 
tion of section three of the Clayton Act be- 
cause the contract has expired and a con- 
tract which does not exist cannot violate a 
law prohibiting such contracts. In a very 
forceful dissent, Judges Rives takes the 
majority to task on both counts, first point- 
ing out that in recent Supreme Court deci- 
sions single firms have been held to be cap- 
able of conspiring, and second, decrying a 
technical interpretation of the law which is 
counter to its purpose and meaning. To do 
this, runs the dissent, prevents the parties 
most injured by violations of the law from 
collecting damages as a result of the injuries 
done them. It is perhaps unfortunate that 
the decision was based on these more or less 
technical considerations instead of the basic 


question, “does this kind of contract plan 
constitute an exclusive agency or tying ar- 
rangement that so restrains competition as 
to fall within the proscription of the Clay- 
ton Act?” 


C. Trade-Marks and Trade Names 
1. Steele v. Bulova Watch Company, 
344 U.S. 280 (December, 1952). 

In the face of vigorous dissents the major- 
ity of the United States Supreme Court in 
this decision has extended the scope of the 
Lanham Act to govern activities of Ameri- 
can nationals operating in foreign countries, 
at least where there exists no conflict with 
the sovereignty of another nation. The facts 
are as follows: Steele, a resident of San An- 
tonio, Texas, noted that the Bulova trade- 
mark had not been registered in Mexico, 
although the firm’s advertising, both aural 
and visual, had penetrated Mexico as early 
as 1929. In 1933 he registered the name 
“Bulova” in Mexico and proceeded to im- 
port into that country from Switzerland and 
the United States both watch movements 
and cases. These he assembled and sold 
there under the name “Bulova,” thus capi- 
talizing upon the goodwill being created by 
the American firm’s advertising. In due 
time some of these products caused com- 
plaints both from Mexican buyers and from 
individuals in this country who presumably 
acquired the watches on the other side of the 
border. 

In answering the Bulova Watch Com- 
pany’s suit for trade-mark infringement 
Steele argued that his purchases of watch 
cases in this country were perfectly legal 
and that his activities in Mexico likewise 
were legal since they had been carried on 
under a specific Mexican registration. The 
District Court upheld the defendant but the 
Circuit Court of Appeals reversed and is 
here upheld by the Supreme Court. It is im- 
portant, though, to note that just after the 
Circuit Court’s decision in the matter, the 
Mexican government cancelled Steele’s reg- 
istration of the Bulova trade-mark, in this 
way removing any possible conflict between 
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the Supreme Court’s decision and the prior 
Mexican registrative grant. The wording of 
the Supreme Court opinion makes it ex- 
tremely unlikely that it would have upheld 
the Circuit Court’s holding had Steele’s 
registration in Mexico remained valid. As 
it is, the obviously unfair practice being 
carried on by Steele can be stopped, but in 
many other circumstances it perhaps could 
not have been. Were Steele not an Ameri- 
can, for example, no possible action could 
have been taken in this country. Trade-mark 
owners who may in any way market their 
products in foreign lands clearly should take 
appropriate and early steps to prevent such 
problems from arising. 


V. REGULATION OF UNFAIR COM- 
PETITION 


A. Advertising 
1. Federal Trade Commission v. Lig- 
gett and Myers Tobacco Co., 108 F. Supp. 
573 (D.C.N.Y. December, 1952). 

The normal procedure followed by the 
Federal Trade Commission in dealing with 
unfair or deceptive practices, including ad- 
vertising, incorporates a number of stages 
beginning with the issuance of a complaint, 
and continuing through the issuance of a 
cease and desist order, and upon appeal, cul- 
minating in a court proceeding with pos- 
sible further review. The time necessary for 
these steps is considerable; years sometimes 
elapse before the matter is finally settled. 

One of the most promising improvements 
made available to the Commission by the 
Wheeler-Lea Amendment (52 Stat. L. 111) 
was the power to seek an injunction in a dis- 
trict court in order to restrain false adver- 
tising. The injunctive procedure, however, 
applies only to the advertising of foods, 
drugs, cosmetics, and devices, and the Com- 
mission has used it very sparingly. In this 
court proceeding the Commission has at- 
tempted unsuccessfully to persuade the 
court that it should issue an injunction re- 
straining defendant’s advertising, claiming 


that cigarettes should be classified as a drug, 
since tobacco is listed in the official Homeo- 
pathic Pharmacopoeia of the United States 
and because the advertising of the defend- 
ant implied that the cigarettes were benefi- 
cial to the throat. The court remained un- 
convinced; in its opinion the technical in- 
clusion of tobacco in the Pharmacopoeia 
had been based primarily upon “tincture of 
tobacco” rather than tobacco in smoking 
form and the advertising of defendant was 
negative in nature, that is, it claimed lack of 
harm rather than positive benefit to the 
throat. 

The court’s logic in the circumstance can 
hardly be criticized, but the Commission’s 
dilemma should also be appreciated. It has 
obtained in the past court approval of cease 
and desist orders against the R. J. Reynolds 
Tobacco Co. and the P. Lorillard Co., 192 F. 
2d 535 (CCA 7, 1951) and 186 F. 2d 52 (CCA 
4, 1950), respectively, prohibiting them 
from making essentially the same advertis- 
ing claims. To go through the slow cease 
and desist order and court appeal procedure 
would take a great deal of time during 
which the defendant may continue to make 
use of advertising whose nature has been 
clearly prohibited in other court actions. 
This unfairly penalizes the earlier recipients 
of the Commission’s orders and makes for 
unnecessary expense. Perhaps the logical 
remedy lies in seeking an amendment to the 
Federal Trade Commission Act to extend 
the scope of the injunctive process to all 
methods which clearly have been held to be 
unfair or deceptive. 


2. Federal Trade Commission v. Na- 
tional Health Aids, Inc., CCH 67,365 
(D.C. Md., November, 1952). 

Here again the issuance of an injunction 
is sought by the Federal Trade Commission; 
the issues which arise are purely procedural, 
although not without some significance. 
The Commission had issued a complaint to 
restrain defendant’s advertising for its 
“N. H. A. Complex” but desires to prevent 
its advertising pending either dismissal of 
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the complaint or issuance of a cease and de- 
sist order. The defendant argues that the pe- 
tition for an injunction should not be 
granted because the complaint has already 
been issued and the law states that an in- 
junction should be issued “pending issuance 
of a complaint,...” Since “pending” 
means “before,” the injunction should not 
now be issued. Furthermore, the statute re- 
quires that proper showing of the public in- 
terest is necessary before an injunction can 
be issued and the defendant argues that such 
a showing has not been made in this in- 
stance. The Commission answered by not- 
ing that the word pending should also be 
interpreted to mean “during” and further, 
that the act requires only that the “Commis- 
sion has reason to believe . . . (that the is- 
suance of an injunction is) would be to the 
interest of the public.” It is seeking an in- 
junction. Obviously, then, it believes it to 
be in the public interest. 

The court agrees with the Commission 
that pendency of the complaint does not 
preclude issue of an injunction but it did 
take issue with the Commission’s argument 
that all that was necessary before an injunc- 
tion could be issued was the “reasonable be- 
lief” in the desirability of such issuance by 
the Commission. In taking this stand the 
opinion emphasized the fact that the injunc- 
tion represents an extraordinary power and 
that it must be hedged about with safeguards 
more adequate than simply the “belief of an 
administrative agency.” On the basis of the 
facts presented to the court, however, it 
finds ample justification for granting of an 
injunction. 


B. Non-Advertising Promotional Methods 


1. Rothschild v. Federal Trade Com- 
mission, 200 F. 2d 39 (CCA 7, November, 
1952). 

Bennett v. Federal Trade Commis- 
sion, 200 F. 2d 362 (C.A.D.C., November, 
1952). 

The facts in these two cases are almost 
identical and represent a type of activity 
against which the Commission has not taken 
many actions. Both appellants operated col- 
lection services, so-called “skip-tracers.” The 
names of the services varied (Gen-O-Pak 
Company, American Deposit System, and 
Manpower Classification Bureau), but the 
essentials of each were the same. The Gen- 
O-Pak arrangement provided the user of the 
service with materials and literature which 
he could send out to delinquent debtors. A 
double postcard notified the debtor that the 
Gen-O-Pak Company was holding a package 
for him which would be sent if the return 
card requesting certain data were filled out. 
The package duly sent him contained three 
pen points (the American Deposit System 
sent a “sum of money,” three pennies). 

In supporting the Federal Trade Com- 
sion’s order prohibiting the use of these de- 
vices, the court agreed that the total effect 
of each system was to deceive the recipients 
of the postcards. The court brushed aside 
the defense that the Commission’s action 
was not in the public interest because the 
debtors themselves might be swindlers. 
Rather, it said, some of the recipients might 
not even be debtors, and others might have 
good reason for not having paid the delin- 
quent bill. “Sending a thief to catch a thief” 
will no longer be allowed, it appears. 
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How To WriITE ADVERTISING THAT SELLS, 
2nd edition, by Clyde Bedell. (New York: 
McGraw-Hill Book Company, 1952. Pp. 
512. $6.00.) 


In the introduction of this second edition, 
the author states “this book is about copy 
that sells—all kinds of copy that sells all 
kinds of things. . . . Good selling involves 
more than selling techniques. It involves the 
manner of using that technique so that sell- 
ing may be appealing and acceptable to 
prospects.” 

There are sixteen chapters. The first three 
are of an introductory nature and deal with 
the general principles of writing advertising 
copy. The basic factors are covered in Chap- 
ters IV to X. His “31 sales stratagems” and 
the “16 touchstones” of advertisement writ- 


ing form the skeleton for the rest of the 
book. 

The application of personal selling tech- 
niques to advertising writing should help 
the copy-writer and make his work more 
productive. The chapter on mail order copy 
is exceptionally well done. The author not 
only makes clear the difference between 
mail order advertising and other forms of 
advertisments but gives specific examples of 
effective mail order advertisements. 

A few of the negative criticisms of the 
book are these: The work is often ponder- 
ously repetitious and oversimplified. No 
authoritative documentation or bibliogra- 
phy is given. 

In summary, this book represents a dis- 
tinct contribution to the field of advertising 
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writing. If supplemented by other works on 
writing advertising, it would prove to be an 
effective text for a semester course in adver- 
tising copy. It should be on the book shelf 
of not only teachers of advertising but ex- 
perienced advertising writers as well. 


J. RoBert HILGERT 
The Pennsylvania State College 


Business FLucruations, by Robert A. Gor- 
don. (New York: Harper & Brothers, 1952. 
Pp. 624. $5.00.) 

All persons in Marketing are keenly in- 
terested in the subject of this book, Business 
Fluctuations. Professor Gordon’s book has 
been written to be used as a text for upper 
division classes for Business Administration 
and Economics students. Its value, however, 
is by no means confined to this particular 
group for anyone in the field of Marketing 
should profit from the reading of this excel- 
lent book. 

The book is divided into three parts. Part 
I covers income spending and output and 
consists of four chapters. The measures of 
national income and gross national product, 
the circular flow of income and spending, 
and the aggregative approach to employ- 
ment theory are discussed. Relatively recent 
developments in economic theory, such as 
the theory of the multiplier and the acceler- 
ation principle, are included in this section. 

Part II on the nature and causes of busi- 
ness fluctuations constitutes what the author 
refers to as the “heart” of the book. Herein 
are examined the kinds of economic change 
and the different business cycle theories. 
The development of econometric model 
building is clearly explained although its 
application to business cycle research, ac- 
cording to the author, has not measurably 
improved our ability to interpret or forecast 
business fluctuations. An explanation is in- 
cluded of the difficulties present in this ap- 
proach. Two chapters cover business fluc- 
tuations during the period from 1919 to the 
present time and give an integrated picture 
of this period of business activity. Utiliza- 
tion is made of the National Bureau of 
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Economic Research business-cycle studies to 
provide insight into cyclical behavior. 

Part III on prediction and control assays 
the possibilities of accurate forecasting, with 
the attainment of economic stability being 
the goal. A measure of greater stabilization 
in business activity is related to such matters 
as fiscal policy and wage and price policies. 
There is a discussion in this section also of 
how business fluctuations occur internation- 
ally, and some of the international measures 
to accomplish greater stability are ex- 
plained. 

Professor Gordon strongly disavows the 
obsolescence of business cycles, maintaining 
that the danger of wide business fluctuations 
in the future still exists in our economy. 
This book offers a comprehensive and logi- 
cal treatment of this important subject, and 
the author’s analysis is ably presented. The 
book is very well documented and contains 
many explanatory Tables and Figures. 


Cuarces A. TAFF 
University of Maryland 


Tue Paciric Coast MARITIME SHIPPING IN- 
DUSTRY, 1930-1948, Vol. I, AN Economic 
PROFILE, by Wytze Gorter and George H. 
Hildebrand. (Berkeley: University of Cal- 
ifornia Press, 1952. Pp. 118. $2.50.) 


This monograph is the first of a two-vol- 
ume series. In it the authors present what 
they term a “profile” of the Pacific Coast 
maritime industry establishing the statistical 
facts concerning what has happened in the 
years under review. The examination of the 
causes of the industry’s instability and de- 
cline and the prospects for restoring it to 
health will be presented in a second volume. 

The authors have chosen three vital indi- 
cators of economic performance in the mari- 
time shipping industry: cargo tonnage, ves- 
sel arrivals, and employment. On the basis 
of these, they have constructed their profile 
of economic performance during the period 
1930 to 1948. After an introductory chapter 
setting forth the problem and the methods 
used, there is a summary of the basic tend- 
encies of the shipping industry during the 
period. The third chapter is a discussion of 
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cargo tonnage and vessel arrivals in specific 
trades, followed by an index for all trades. 
Next, the authors examine the employment 
record of two groups, the longshoremen and 
shipboard personnel, with a survey of their 
combined record. A short final chapter pre- 
sents conclusions and poses problems for 
future study. A very valuable appendix con- 
sists of a critical essay on the statistical 
sources examined by the authors for infor- 
mation about the maritime shipping indus- 


The work is of interest to the general 
reader as well as to the expert in the ship- 
ping industry or government, and to those 
engaged in economic research whether in 
government, business or universities. Such 
an account of methodological problems en- 
countered by and resolved by the authors 
cannot fail to be of help to others embark- 
ing upon similar studies and save them 
much needless toil. 

Joun H. FREDERICK 
University of Maryland 


ADVERTISING AGENCY PRACTICE, by Irvin 
Graham. (New York: Harper & Brothers, 
1952. Pp. 299. $4.50.) 

This volume covers first the history of the 
advertising agency and then explains in 
some detail the organization, operation and 
functions of the agency. As its title implies, 
the book is strictly confined to agency prac- 
tice. It contains no new principles but it 
should serve as an excellent reference vol- 
ume. It should make profitable reading, par- 
ticularly for students of advertising who 
have had little or no practical experience 
and for those individuals who plan to em- 
bark upon agency work. In fact, the text 
might, with proper chapter selection and 
some editing to fit local situations, be used 
as a basic operations manual. 

In the first two chapters, the author shows 
how the advertising agency developed from 
a mere space seller to a merchandising con- 
sultant charged with the responsibilities of 
assisting clients with all the phases of their 
advertising problems. The author warns 
that though the agencies receive their com- 


pensation from media discounts, they must 
realize that they represent advertisers and 
that they can succeed only by assisting their 
clients to advertise profitably. 

One of the chapters emphasizes the need 
for cost accounting in the advertising 
agency, for it is pointed out that each client 
must be charged for the services rendered to 
him. It is not good business to permit one 
account to use the time and energy of the 
agency which is being paid for by another 
client. Since the application of cost account- 
ing to this kind of an operation is rather 
new, readers will find some valuable sugges- 
tions in this chapter. The advice here given 
is particularly important to a young agency 
just becoming established which may feel 
that it cannot afford to be too discriminating 
in selecting clients. 

Part 3 of the book outlines and explains 
the service functions of advertising agencies 
—account services, research, media, copy, art 
work, production, public relations, legal 
problems and others. Covering as it does the 
whole gamut of the advertising problem, Mr. 
Graham has not been able to write at any 
great depth in a given area. Yet he has suc- 
ceeded in providing an excellent syllabus of 
agency operation and practices. The text is 
carefully head-noted making for easy refer- 
ence to topics of interest to particular read- 
ers. Several chapters include excellent check 
lists which might be used to advantage by 
one investigating a specific operation. In- 
cluded, too, are a number of forms helpful 
in agency work. 

L. E. HOFFMAN 
Drake University 


THE POTENTIAL NEGRO MARKET, by Joseph 
T. Johnson. (New York: Pageant Press, 
1952. Pp. 181. $4.50.) 

The title of this book should be The Po- 
tential Negro Market for Cosmetics since 
this is the subject which is chiefly discussed. 
Of all the products available on the market, 
about the only ones which might require 
different merchandising for the Negroes 
would be cosmetics. 

The sub-title, A Series of Accurate Surveys 
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and Reports on one of America’s Greatest 
Untapped Resources tends to be misleading. 
There is no evidence that Negroes prefer dif- 
ferent kinds of breakfast foods, coffees, or 
what not, that they use substantially differ- 
ent commercial remedies, nor that they have 
any buying preferences related to race alone. 
There is also no evidence that these ‘“‘un- 
tapped resources” are to be found in idle 
bank deposits lacking objects to buy. 

There is a suggestion that some companies 
might direct their promotional efforts more 
actively toward the Negro market but such 
a program has been recommended all over 
the country for some years by Negro newspa- 
pers and magazines, so that one cannot 
truthfuly report that this book offers any- 
thing new or startling. 

In spite of these criticisms, one must ac- 
knowledge the fact that the book is written 
and published by Negroes who apparently 
feel that there are real opportunities exist- 
ing among their communities which Ameri- 
can industries have thus far tended to over- 
look in their marketing programs. 

KENNETH D. HUTCHINSON 
Boston University 


Tue INpustRIAL Store, by Ole S. Johnson. 
(Atlanta: Foote & Davies, Inc., 1952. Pp. 
166. No price given.) 


The purpose of this book was to make an 
objective analysis of the industrial store 
which is an outlet that is generally neglected 
in retailing and marketing texts. While the 
over-all national importance of such stores 
is relatively insignificant, in certain indus- 
trial areas such as the coal mining regions 
of West Virginia and Pennsylvania, the 
company store is a vital factor in the dis- 
tribution of consumer goods. 

About one-half of the book is devoted to 
a historical consideration of industrial 
stores in the United States and various Eu- 
ropean countries. An interesting part of this 
shows the changing attitudes of legislators 
and how certain laws restricted more and 
more the activities of this type of store. 

The author considered also the signifi- 
cance of the industrial store as an underly- 


ing cause of contention between labor and 
management. The various charges that are 
frequently levied at the company-owned 
store were discussed on an impartial basis. 

MILTON P. MATTHEWS 
University of Utah 


PRACTICAL SALEs PsyCHOLocy, by Donald A. 
Laird and Eleanor C. Laird. (New York: 
McGraw-Hill Book Company, Inc., 1952. 
Pp. 291. $4.00.) 

Here is one more in the growing list of 
“practical” books on salesmanship designed 
to aid salespeople in improving their tech- 
niques of selling. The style and arrangement 
are very similar to many of these books that 
are intended as guides to selling in a few 
easy lessons. There are no statistics, no foot- 
notes, and no references to “distract the 
practical reader.” The chapters are broken 
into brief sections, with section headings 
given as selling maxims in most instances, 
free use of “effective selling phrases,” fre- 
quent use of illustrations and anecdotes 
from actual selling situations, considerable 
repetition of basic topics for emphasis, and 
the inclusion of a number of “guide lists” to 
stress various personality characteristics con- 
sidered by the authors to be significant to 
the “new-style professional salemaker.” 
However, the authors state that the “inspira- 
tional” style is used purposely merely be- 
cause salespeople are accustomed to it, but 
that they are presenting in this volume 
“principles based on practical psychology 
and consumer analysis,” thus providing the 
knowledge made available by the trained 
psychologist, which most of the inspirational 
books do not do. This book, the authors 
state, “should bring the salesperson up to 
date on (a) the basic mental factors in sell- 
ing, and (b) the methods of the ‘new-style 
salesmaker’ who is trained to apply these 
fundamentals. This book is written for the 
big group between the scholars and re- 
searchers at one extreme and the quick- 
money boys at the other” (p. vii). 

The book is divided into five sections. 
Part One describes the significant place of 
the salesman in today’s economy, the evolu- 
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tion of today’s professional salesman, the de- 
velopment of modern sales training, and the 
qualifications for the present-day salesman. 
The two final chapters of this Part give an 
analysis of the kind of person who can sell 
successfully in the following types of selling: 
retail, insurance, route, and engineering. In 
this Part the authors give their reasons for 
the adoption of the new term, “‘salesmaker,” 
to replace “salesman,” since it not only 
covers both sexes but also tells what the 
salesperson is supposed to do—make sales. 
Also, various sales theories which have been 
advanced in the past are declared to be erro- 
neous, and analyzed “to clear the way for 
modern psychological concepts of selling. 
The point is made that it is the total situa- 
tion that makes a sale—not instinct, or en- 
thusiasm, or answering objections, or fol- 
lowing steps” (such as attract attention, 
arouse interest, create desire, and get ac- 
tion). (p. viii.) This total situation, which 
leads people to act, and that is the key to 
why a sale is made, has to: be friendly, be 
confidence inspiring, expand the prospect’s 
self-regard, and make it easy for him to de- 
cide. (p. 42.) Each of these fundamentals of 
the favorable total situation then becomes 
the subject of one of the four remaining 
Parts of the book. 

Part Two discusses the first fundamental 
in the total sales situation, “Make It a 
Friendly Situation.” It describes the four 
primary personality factors considered by 
psychologists to be most important in what 
we call friendliness, and some of the traits 
of significance under each factor. The au- 
thors then tell the reader how to: “Use the 
Friendly Initiative,” “Keep the Friendly 
Initiative,” “Handle These Rough Spots 
with Friendliness,” and “Keep Friendliness 
Growing Between Sales.” 

Part Three deals with the second funda- 
mental, “Help the Customer Feel Impor- 
tant.” It tells how to build up the customer’s 
self-regard, and how to use courtesy, flattery 
and tactfulness with various types of cus- 
tomers to build up their ego. Much of the 
chapter on tactfulness is devoted to self-rat- 
ing lists which can serve the reader as guides 
for cultivating tact. 


Part Four is devoted to the third funda- 
mental, “Inspire Trust.” It goes into some 
detail explaining personality characteristics 
and sales methods which are related to win- 
ning the confidence of the customer. Stress is 
placed on the importance of the salesman’s 
personal reputation for integrity, honesty, 
truthfulness, accuracy of statement, the 
keeping of promises, etc. (as well as that of 
the firm for which he sells) in successful sell- 
ing. 

Part Five takes up the fourth fundamen- 
tal, “Make It Easy for the Customer to De- 
cide.” In it the authors discuss things to do 
to make the total atmosphere favorable for 
buying, and sales methods to use to make it 
easy for the customer to decide. Some of 
these maxims for creating a situation favor- 
able to decision sound rather familiar, such 
as the following: always give the customer a 
choice—but not too many choices; start de- 
cisions early in the sale; and, assume the de- 
cision is to buy. Other chapters in this Part 
cover the following topics: “Analyze the 
Customer to Help Him Decide,” “Keep 
Price from Causing Indecision,” “Develop 
the Customer’s Buymanship,” and “Lead 
the Customer to Buy.” 

Undoubtedly this book by these two well- 
known authors will be quite widely read by 
salespeople, or prospective salespeople. The 
beginner, and the mediocre salesperson, will 
find much of value in the book, and, if they 
follow the advice and suggestions made, will 
add materially to their sales ability, for 
many of the ideas expressed are of merit. 
Similarly, the entire concept of eliminating 
a mechanical approach to the sales situation, 
and thinking in terms of the “total situa- 
tion” has much to commend it. And, since 
the authors were aiming their book and its 
message at the salesman, and adapting the 
style and content to him, this reviewer 
would say they have achieved a reasonably 
successful result. For they have written a 
book that is easy and rather enjoyable read- 
ing, and which should “sell” at least some of 
their good ideas to the “salesmakers” who 
read it. However, it is extremely doubtful 
that the authors have made any great con- 
tribution to the literature on salesmanship, 
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as such. The book is definitely inadequate 
as a college textbook in salesmanship, and 
obviously was not written for that purpose. 
It is doubtful that the members of the 
American Marketing Association would find 
much of interest or value to them in the 
book. They might well, however, recom- 
mend it to the average salesman, or prospec- 
tive salesman, as one of the better “popular- 
style” books covering some aspects of sales 
techniques and sales psychology. 
ARTHUR KROEGER 

Stanford University 


EssENTIALS OF SELLING (2nd edition), Roch- 
ester Sales Executives Club, edited by 
Charles W. Lewis. (New York: Prentice- 
Hall, Inc., 1952. Pp. 368. $4.50.) 


This book is a revision of an edition pub- 
lished in 1945. It is designed, as stated on 
the jacket, “to help new salesmen and im- 
prove those already in the field.” The 
former will find the volume useful as a guide 
to the “‘essentials of selling” and as an intro- 
duction to the practice of the art. Those en- 
gaged in selling will find the book of assist- 
ance in organizing their activities and per- 
haps in strengthening weak areas. 

“Essentials of Selling’ is a collection of 
papers by 24 members of the Rochester Sales 
Executives Club plus an essay by the editor, 
Professor Charles W. Lewis of Alabama 
Polytechnic Institute, Auburn, Alabama. 
The chapters have been grouped into four 
parts: Personal Selling and the Salesman, 
The Techniques of Personal Selling, Re- 
lated Selling and Merchandising Activities, 
and Non-Selling Activities Important to 
Salesmen. 

Under Part I are papers on The Salesman 
and His Job, and Appearance and Its Influ- 
ence on Successful Selling, the latter written 
by the vice-president of a large men’s cloth- 
ing manufacturer. 

Part II offers chapters entitled Canvassing 
for Prospects, The Sales Pre-Approach, The 
Approach—Problems of Conduct, The Ap- 
proach—Getting the Interview, Sales Inter- 
view and Presentation, Handling Objec- 
tions, Closing the Sale, Getting Repeat 


Sales, Retailing Selling, and Direct-to-Con- 
sumer Selling. 

Part III presents The Function of Adver- 
tising, Sales Promotion, Product Displays, 
Sales Letters, Conducting a Sales Meeting, 
and Customer Service and the Use of the 
Product. 

Finally, Part IV contains Sales Records 
and Reports, Public Relations for Salesmen, 
Morale Building, Financing Orders, Con- 
tract Law for Salesmen, and Sales Make 
Jobs. 

Professor Lewis has not been content 
merely to assemble and publish the papers. 
It is clear that he has recognized the respon- 
sibility of an editor to weld the various con- 
tributions into a unified whole. He has seen 
to it that there is a smooth transition from 
chapter to chapter, that the general tone is 
maintained, and that there are ample refer- 
ences to related subjects in previous and sub- 
sequent chapters. He accomplished this uni- 
fication in spite of the handicap of distance 
and perhaps of the need for haste, the latter 
being suggested by typographical errors and 
one or two misplaced references. 

It is apparent that the emphasis of the 
book is on the techniques of selling with al- 
most half of the book, excluding the index, 
devoted to the subject. This is appropriate 
since the volume is aimed to meet the needs 
of practicing salesmen. For this reason, “Es- 
sentials of Selling” probably is deficient as a 
college text since it is generally assumed that 
college trained men and women are being 
prepared for positions in the management 
area and that they will need a broader type 
of training than that usually accorded to 
salesmen. The book, however, does provide 
useful material for supplementary study. 

The bibliography in the earlier edition 
has been omitted from this volume. To each 
chapter questions have been added. Prob- 
lems have been included when appropriate. 
The adequate index requires thirteen pages. 

“Essentials of Selling” is an interesting 
contribution to the literature including, as 
it does, the views of leaders in the field repre- 
senting such firms as The National Cash 
Register Company, Rochester Times-Union, 
Yawman and Erbe Manufacturing Com- 
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pany, Real Silk Hosiery Mills, Inc., Eastman 
Kodak Company, and Bausch and Lomb 
Optical Company. 

ELLis H. NEWSOME 
State University of Iowa 


PROCUREMENT-PRINCIPLES AND CASES, re- 
vised edition, by Howard T. Lewis. (Chi- 
cago: Richard D. Irwin, Inc., 1952. Pp. 
823. $6.00.) 


This book is a revision of the 1948 edi- 
tion, which contained 745 pages. The num- 
ber of problems (about one-fourth of the to- 
tal space) is expanded roughly 50 per cent 
to a new total of 61. All of the old problems 
were not retained. The former chapter on 
Price Policies has been divided into two 
chapters. While the average number of 
problems to each chapter is three, the actual 
number varies from one to six. The com- 
panies which constitute the subjects of the 
problems are preponderantly manufacturers 
of goods destined for the industrial market. 
Several of the cases deal with companies en- 
gaged in some phase of the paper and paper 
products industry. 

Although the title is simply ‘“Procure- 
ment,” the book is largely confined to situa- 
tions faced by manufacturers in obtaining 
materials, parts, supplies, and equipment. 
In other words, the procurement difficulties 
met by government (except for two prob- 
lems), by institutions (although a few cases 
relate to buying by universities), by trade as- 
sociations and cooperatives (one case), by 
railroads (four pages), by public utilities 
(one chart), by banks, by insurance com- 
panies, and by wholesale and retail mer- 
chandising concerns (for other than resale 
goods) are, with the exceptions noted, 
omitted. While the procurement of services 
and intangibles by industrial organizations 
are not extensively developed, there are 
problems touching upon the procurement 
of transportation, advertising materials, and 
contracting for art and makeup services. 

If the reviewer may venture a personal 
Opinion, it would seem that if the industrial 
procurement executives are to be functional 
specialists they should know the principles 


of obtaining any item, tangible or intan- 
gible, and stand ready either to make the 
purchases or to advise on such purchases. To 
the extent that they do not participate in 
the buying of services they are automatically 
out of “the first team” and the “judgment 
pool.” Conversely, it is believed that in 
checking the financial standing of possible 
suppliers, industrial purchasing executives 
should make use of the specialized knowl- 
edge and techniques developed by the credit 
executives. 

The material contained in the book 
makes it a veritable encyclopedia of knowl- 
edge in the industrial procurement field. In- 
dustrial procurement personnel will benefit 
by a thorough examination and study of the 
text material and by analyses of the prob- 
lems. The book will probably be of greatest 
service in those institutions offering courses 
in industrial purchasing, and to those in- 
structors who employ the case method of 
teaching. 

The individual chapters cover the nature 
of industrial procurement, organization, 
procedure, quality and quality determina- 
tion, inspection, inventory control and its 
methods, supply assurance, source selection, 
price policies, forward buying and specula- 
tion, procurement of major equipment 
(new, used, and leased), procurement by 
manufacture, disposition of waste and sur- 
plus, legal status of the purchasing officer, 
procurement budgets, and appraisal of the 
procurement department. 


D. REYER 
Louisiana State University 


PICTOGRAPHS AND GRAPHS, by Rudolf Mod- 
ley and Dyno Lowenstein. (New York: 
Harper & Brothers, 1952. Pp. 186. $4.00.) 


This book is presented as a guide in 
creating and using pictorial charts and 
graphs. Within these limits, they have pro- 
duced a work which is well thought out, lu- 
cidly written and instructive. The authors 
recognize pitfalls and objections in all types 
of graphic presentations. They cite, how- 
ever, the flood of news and data which 
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clamor for attention. This means that all 
types of presentations designed to convey 
information—statistical or otherwise—have a 
sales burden to carry. First impressions on 
the recipient must be favorable to gain his 
attention. Thus the duty of the pictorial 
chartmaker is to approach his task from the 
viewpoint of the user. His function becomes 
one of writing headlines which translate sta- 
tistical material into a simple story, which 
relates facts with accuracy but without prej- 
udice. 

As the opening chapter points out, the 
pictograph was developed by early man 
originally as an art form for communicating 
information and recording noteworthy 
events. Prototypes of the little men racing 
across pages of government reports can be 
found in primitive rock drawings from New 
Mexico to Rhodesia to Australia. A modern 
story is also told in pictographs in Chapter 
II, as part of a case history of a chart. This 
chart depicts for selected years the growth 
in American shipping between 1917 and 
1950. In preparing the chart, the first step 
was to gather the basic data—in this case 
Treasury Department statistics. The prob- 
lem then became one of determining the 
time periods which were significant. Next an 
appropriate unit of measurement for the 
data selected had to be established and a 
symbol devised to represent this unit. Then 
came preparation of a sketch of the chart 
complete to caption and explanatory mate- 
rial. Final production required the atten- 
tions of an artist, after which the chart was 
ready for reproduction in the size and quan- 
tity desired. 

The remaining chapters are concerned 
primarily with spelling out and illustrating 
each of these steps in terms of both the prin- 
ciples to be observed and the practices to be 
followed. Chapters III and IV deal with the 
essentials of a good pictograph both as a 
statistical device and as an art form. Chapter 
V discusses various sources and uses of sta- 
tistical data. Chapter VI, “Cheating With 
Charts,” explores certain techniques of the 
statistical “ploy,” to use Stephen Potter’s 
term. Chapter VII draws attention briefly to 
various types of line, sector, bar and flow 


charts. Chapter VIII illustrates picture 
stories, pictorial maps and organizational 
charts. Chapters IX and X again are devoted 
to where—and to some extent why—picto- 
graphs are used for various purposes and in 
various media. Finally Chapters XI and XII 
introduce the reader to some of the elements 
of art work which enters into the production 
of charts and some details on their mechani- 
cal reproduction. In sum, 184 pages of quite 
good reading, capped by an index. 

The book does, however, have certain 
shortcomings. Despite its title, the treatment 
of conventional charts and graphs is ex- 
tremely cursory. Indeed, in the discussion of 
these, little attention is paid to either theory 
or application. Furthermore, an example 
showing the plot of a time series leaves 
much to be desired from the standpoint of 
good chart construction. 

The book also would have benefited from 
more thorough editing. To illustrate, merely 
a rearrangement in the order of chapters 
might have improved both its coherence and 
its continuity of thought. Elsewhere, minor 
slips could easily have been avoided. As a 
trivial example, the age of the Rosetta 
Stone is incorrectly given as 4000 rather 
than 2147 years. Elsewhere, a chart drawn 
for the American Federation of Labor ap- 
pears to contain a definite misstatement of 
fact. On another page, “million” is omitted. 
National income is referred to in terms 
which bear little relationship to the Depart- 
ment of Commerce definition. Finally, what 
the authors say about the “rage” for averages 
may well lift some statistical eyebrows. 
Nevertheless, intelligently used, the book 
can claim a place on the same shelf beside 
those of Brinton, Lutz, and others. 


WILLIAM W. WRIGHT 
F. W. Dodge Corporation 


PRICING AND EquitisriuM, by Erich Schnei- 
der. (New York: The Macmillan Com- 
pany, 1952. Pp. 327. $4.50.) 

Pricing and Equilibrium was written by 

Professor Schneider of the University of 


Kiel and has been translated from the origi- 
nal German by T. W. Hutchison, which will 


. 
Be 
pe 
‘ in 
tu 
fo 
Pp! 
vc 
pl 
T 
re 
sl 
0! 
it 
je 
fe 
4 
te 
x 
a 
‘ 
| 


BOOK REVIEWS 


465 


permit wider reading of this fine work deal- 
ing with modern economic theory. The ac- 
tual plans and dispositions which are the 
forces shaping the course of the economic 
process through time are studied in this 
volume to determine how the economic 
process will develop in the future from a 
specific initial position providing the eco- 
nomic units behave in a certain manner. 
This book is well planned and carries the 
reader logically through the analysis of the 
subject. 

Chapter I deals with the economic plan 
of the household and is followed in Chapter 
II by the economic plan of the firm. Persons 
in the marketing field will find the latter 
section of particular interest since the ob- 
jectives of the firm, its behavior, and the 
forms of the market are treated. This chap- 
ter is divided into six parts and includes 
the cost plan, profit plan, purchasing plan, 
and revenue plan for the short-term period. 
The long-term economic plan of the firm 
is discussed in somewhat less detail. Chap- 
ter III discusses the statics and dynamics in 
economic theory while Chapter IV, dealing 
with the problem of equilibrium in a closed 
economy, discusses both partial and total 
equilibrium in such an economy. Professor 
Schneider has confined his equilibrium 
analysis to a static and comparative-static 
treatment of a stationary economy which, 
he points out, somewhat limits the signifi- 
cance of the analysis. Nevertheless, the sub- 
ject is treated in a most satisfactory manner. 

One of the fine features of this book is 
the inclusion of many diagrams accom- 
panied by detailed explanations which are 
helpful to the reader. Professor Schneider 
has included, also, a list of publications re- 
lating to this subject for further reading 
which will be beneficial to anyone interested 
in pursuing this subject more extensively. 
Persons in the field of marketing will find 
this book interesting. A background in eco- 
nomics may be necessary, however, for a 
full appreciation of all phases of this analy- 
sis. 

CHARLEs A. TAFF 
University of Maryland 


SUCCESSFUL SALES MANAGEMENT, by Harry 
Simmons. (New York: Prentice-Hall, Inc., 
1952. Pp. 419. $4.25.) 

This book is a dressed-up version of the 
previous effort by the same author (Practical 
Sales Management, Prentice-Hall, 1946). As 
before, it is a “practical” and readable sur- 
vey of sales management techniques. The es- 
sential differences, however, seem to be that 
the newer edition has more illustrations, 
slightly longer lists of functions, and is eight 
pages shorter. The same product has a new 
package. Contrary to the author’s truism 
(preface) “that modern sales management is 
a living ever-changing, dynamic force,” the 
descriptions, lists, illustrations, and ex- 
amples ostensibly reflecting 1952 sales man- 
agement activity are surprisingly similar to 
those of six years earlier. Except for some 
material on public relations, advertising, 
and executive self-improvement, the same 
firms (notably Calvert), check-lists, rules, 
and admonishments appear (with minor 
modifications, i.e., the 18 Stop-and-Go Sig- 
nals become the 22 Invitations to Stop-Look- 
and-Think). 

The apparently inevitable discussion of 
the professional aspirations of sales manage- 
ment, although acceptable, is made less 
forceful with the later announcement that 
the sales manager’s job is the development 
of profitable sales (p. 25), apparently with- 
out regard to consumer interest and wel- 
fare. 

As to the merits of this work as a “strictly 
modern refresher for practitioners in the 
profession (italics mine) of sales manage- 
ment, for their capable staff assistants and 
ambitious salesmen...” (preface) the 
writer is not qualified to judge. I hesitate 
even to express a valuation which might be 
construed as more than one teacher’s opin- 
ion. However, as a text book “for college 
students in marketing and business adminis- 
tration” (preface) there are some notable 
shortcomings. As a single reference, it is in- 
adequate. It is neither analytical nor chal- 
lenging; it is, rather, superficial and descrip- 
tive. No attempt is made to show the appli- 
cability of the material presented (unless it 


g 

G 
re 
al 
0- 
. 
I] 
its 
yn 
Li- 
te 
in 
nt 
X- 
of 
; 
le 
es 
of | 
TS 
id 
or 
a 
ta 
er 
m 
| 
of 
d. 
at 4 
es 
1S. 
Je 
* 
n- 
of 
: 
ill 


466 


THE JOURNAL OF MARKETING 


is to be assumed that the rules, etc., are uni- 
versals). Nor are the numerous lists made 
meaningful through elaboration. (For ex- 
ample, what is meant by the “planfulness” 
listed as point eight by the seemingly im- 
probable Dr. Doncaster C. Humm on p. 38?) 
It fails to give even minimal treatment of 
the essence of managers’ problems, i.e., su- 
pervision of the sales force. Similarly want- 
ing are the field of policy determination, in- 
tegration and cooperation with other de- 
partments, methods of measurement, evalu- 
ation and control, standards of performance, 
costs, pricing, and planning, to mention a 
few. It is freely admitted that there is no one 
best way to teach a course in sales manage- 
ment, yet certain topics are so germane that 
some treatment in a textbook is mandatory. 

It is interesting to note the genealogical 
shuffling evident in six years. In 1946, the 
preface states: 


. sales management is a blood rela- 
tive of all other branches of business— 
the father of marketing, a full brother 
of top management, and a first cousin 
of profitable distribution! 


In 1952, the preface reads: 


- modern sales management is a 
blood relative of all other branches of 
business and industry—the son of mar- 
keting, a full brother of top manage- 
ment, and the father of profitable dis- 
tribution! 


One is tempted to speculate on the legiti- 
macy of the progeny. 

NorMAN E. TAYLor 
Montana State University 


SALESMANSHIP, by Richard Loring Small. 
(New York: The MacMillan Company, 
1952. Pp. 543- $5-75-) 

It is nearly impossible to write anything 
essentially original on the subject of sales- 
manship. About all a new book can strive to 
be is plausible, convincing and teachable, 
that is, it should itself demonstrate good 
salesmanship. In addition, it should offer 
completeness of coverage. 

In general, the subject of salesmanship in- 


volves three important aspects: First, it is 
part of our economic system and creditable 
for many of our material gains. Second, it is 
an essential business technique, thus to be 
coordinated with merchandising, advertis- 
ing and other aspects of distribution. Third, 
salesmanship is a psychological process in 
which one mind influences another. 

Professor Small’s book is a clear, intelli- 
gent and well-organized presentation of the 
subject. Of interest to teachers should be the 
generous supply of questions and exercises 
which follow each chapter. 


KENNETH D. HUTCHINSON 
Boston University 


CHARTING Statistics, by Mary Eleanor 
Spear. (New York: McGraw-Hill Book 
Company, Inc., 1952. Pp. 240. $4.50.) 


Charting Statistics is a well-written vol- 
ume containing examples and rules concern- 
ing the correct graphic portrayal of statis- 
tics. It is interesting to note that the author 
also included a brief section on the prepara- 
tion of charts for use on television presenta- 
tions. 

To the student of marketing, this should 
prove to be a useful volume because the au- 
thor presents many excellent examples on 
how to present economic data. To anyone 
who uses graphic presentation, the oft-re- 
peated theme of the book—“to keep the 
presentations simple”—is worth careful 
study and application. Two other general 
rules are worthy of repetition here—“in 
preparing chart presentations, know your 
audience, know your material.” 

It would seem that in a book of this kind a 
section on how to use various drafting tools, 
such as ruling pens, T-square, etc., might 
be useful. Except for some mention of the 
implements a student should have and a 
description of line weights, there is little to 
guide the reader who might like to use the 
book to help him draw charts. This is, of 
course, not a very serious criticism because 
the most important part of any book on 
charting is how to understand graphs and 
not on how to draw a straight line. 

An impression left with the reviewer is 
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that a draftsman should be employed to do 
the drawing while the reader of the book 
does the planning and instructing. This is 
perhaps the best way to operate but it is not 
always the most practical. 

IRVING ROSHWALB 
Opinion Research Corporation 


BETTER POPULATION FORECASTING FOR AREAS 
AND COMMUNITIES, A GUIDE BOOK FOR 
THOSE WHO MAKE oR USE POPULATION 
Projections, by Van Beuren Stanbery. 
(Washington: U.S. Government Printing 
Office, 1952. Pp. 80. $0.25.) 


“The purpose of this publication is to aid 
those who make or use population forecasts 
for areas and communities within the 
United States. It aims to do this by review- 
ing the problems involved in forecasting 
population and methods now in use. It sug- 
gests procedures and techniques that should 
tend to produce better-founded and more 
reliable figures. It also points out factors re- 
quiring special consideration in forecasts for 
particular types of areas and communities. 
It informs those who use population fore- 
casts made by others of the factors that had 
to be considered and appraised in their mak- 
ing. With this information, the user can 
judge better for himself the reliability of the 
forecasts at hand.” This is a “large order.” 
How well is it filled for the person without 
technical training in an 80-page brochure? 

Sixteen pages are devoted to the discus- 
sion of problems of population projection. 
Obviously only the more important prob- 
lems are discussed, and these only briefly. 
Some problems considered are the logical 
foundation of projections; basic explicit and 
implicit assumptions; knowledge of data; 
factors (economic, social, climatic) affecting 
births, deaths and net migration; single fig- 
ure or range projections; and classes of pop- 
ulation (resident civilian, armed forces and 
institutional) to be forecast. 

Twenty pages are devoted to the current 
techniques of population forecasting. These 
methods are: (1) graphical or mathematical 
projections of the curve of past population 
growth; (2) projections based on relation- 


ships of population growth in an area to 
that in other areas; (3) projections of net 
migration and of natural increase; and (4) 
forecasts based on specific estimates of fu- 
ture employment. 

If up to this point the reader of this bro- 
chure believes that population forecasting is 
not a complicated process, he will be quickly 
awakened to this fact when he reads the 
eleven pages devoted to “Suggested Pro- 
cedure for Making Population Projections” 
and its accompanying appendix of twenty- 
one pages which presents working tables 
and suggestions. Incidentally, this part and 
the appendix should be read concurrently. 
The five steps of the suggested procedure 
are: (1) statistical analysis of past growth; 
(2) review of factors and conditions that 
have influenced population growth; (3) ap- 
praisal of factors affecting future growth; 
(4) determination of maximum and mini- 
mum projections; and (5) determination of 
probable range. Anyone who has made fore- 
casts quickly realizes that it is easier to state 
these steps than to take them. 

The fourth and last part of the brochure 
deals with “Special Considerations for Par- 
ticular Types of Areas.” Under it are dis- 
cussed projection considerations relative to 
large interstate regions, individual states, 
metropolitan areas, communities within a 
metropolitan area, independent urban com- 
munities, and rural areas. 

There is little question in this reviewer's 
mind that most of the readers will be able 
to follow the presentation without too much 
difficulty and that they will be inclined to 
agree with it. With suitable changes, this 
brochure offers much for forecasters of se- 
ries other than population. 


Ciausin D. HADLEY 
University of Santa Clara 


APPLIED STATISTICS, edited by Leonard H. C. 
Tippett (A Journal of the Royal Statisti- 
cal Society), Vol. 1, No. 1, 1952. (Edin- 
burgh: Oliver and Boyd, Ltd.) Pp. 80-+-iv. 
25, s. (U.S.A. $4.00) per annum. 


Applied Statistics is a new undertaking of 
the Royal Statistical Society. It is designed 
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to fill what the Society feels is an acute need 
for a journal devoted to reporting practical 
applications of newly developed statistical 
methods. It makes its special appeal to prac- 
ticing statisticians without a broad mathe- 
matical background. A good case can be 
made for its publication. Heretofore, devel- 
opments in statistical theory have been an- 
nounced in some forty-odd technical jour- 
nals, generally with heavy mathematical 
overtones. Applications of established meth- 
ods have, likewise, been recounted in in- 
numerable other publications covering 
everything from aviation to zoology. The 
goal defined for Applied Statistics is “to 
meet the needs of all workers . . . in indus- 
try, commerce, science, and other branches 
of daily work who must handle and under- 
stand statistics as part of their tasks.” The 
selection of L. H. C. Tippett as editor is 
most fortunate. Tippett is widely known to 
theoreticians for investigations into the dis- 
tribution theory of extreme values, and for 
his tables of random numbers. Equally im- 
portant is his long experience in applying 
statistical methods to industrial problems 
as statistician with the British Cotton In- 
dustries Research Association. 

The first issue was published on April 
25, 1952. The lead article is a discussion of 
the statistical approach to the investigation 
and control of factory processes. While es- 
sentially a case history of the evolution of 
control chart techniques, it illustrates spe- 
cific application of the scientific method. 
The occasion arose when a British company 
was confronted with excessive scrap losses 
in the manufacture of light bulbs and also 
wide variability in lamp efficiency. The 
problem was to reduce both. The solution 
emerged in carefully thought-out stages. 
First came specification of physical para- 
meters to be measured. Next, study was 
made of proper methods for collecting, eval- 
uating and interpreting relevant data. Ulti- 
mately with installation of new machinery, 
introduction of improved processes and de- 
velopment of control charts, a state of statis- 
tical control was achieved. In introducing 
new techniques, the keynotes were simplic- 
ity in statistical method, clarity in present- 


ing data and practicality in results. Finally 
cooperation of all personnel concerned was 
assured by their continuous indoctrination 
in the rationale of the procedures adopted. 
Here then was a model piece of statistical 
work, applicable in its essentials to all fact- 
gathering operations. 

Six other articles of varying degrees of in- 
terest constitute the rest of the issue. One re- 
ports on statistical aspects of the 1951 Inter- 
national Management Congress. Another 
outlines applications of multiple regression 
techniques in estimating the social class of 
British communities. A companion piece 
discusses a device for stratifying sampling 
areas. Statistical methods applied to the 
specification of plastics are covered. Consid- 
erations in using factor analysis are out- 
lined. The final article deals with systematic 
sampling of materials taken from conveyor 
belts and the use of analysis of variance and 
a new technique derived from time series 
to determine accuracy of results. The Jour- 
nal concludes with a book review, answers 
to statistical questions and some notes and 
comments. 

The value of “Applied Statistics” to mar- 
keting specialists is hard to gauge from a 
single issue. Certainly in this issue there is 
much to applaud. To begin with, each arti- 
cle is pointed, thought-provoking and sin- 
gularly free from technical jargon. At the 
same time the variety of techniques touched 
on should stimulate the thinking of business 
statisticians. To illustrate, mention is made 
of the analysis of variance, auto-correlation 
functions, control chart analysis, factor 
analysis and frequency distributions, all in 
practical connections. Yet mathematical de- 
mands on the reader are kept to a minimum. 
In short, success has been achieved in focus- 
sing on statistical method at work—not on 
academic questions, but on problems of the 
type encountered by practicing statisticians. 
As such incidentally the journal should be- 
come a valuable reference for statisticians in 
discussions with administrative and execu- 
tive officers not technically trained. 

The major criticism of the journal from 
the standpoint of its interest to members of 
the marketing profession is the heavy em- 
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phasis on topics of primary concern to qual- 
ity control engineers. Question also arises as 
to the applicability in this country of tech- 
niques used in classifying British communi- 
ties. Finally, it is felt that the value of each 
article to the non-specialist would be en- 
hanced by the addition of a short list of 
standard reference works to the bibliog- 
raphy. 

To sum up, it would be fair to say that the 
new journal has made a good start toward 
filling a critical gap in statistical literature. 
It may some day achieve the status of a hand- 
book to the practi ing statistician. 

WILLIAM W. WRIGHT 
F. W. Dodge Corporation 


CONSUMER PROBLEMS, by Arch W. Troel- 
strup. (New York: McGraw-Hill Book 
Co., 1952. Pp. 458. $4.75.) 

In point of view of scope and readability 
this is truly an amazing book. Its 18 chap- 
ters run the gamut of consumer problems, 
from “Money and Marital Happiness” to 
“Investments, Estate Planning, and Wills.” 
Individual topics covered concern such di- 
verse yet related problems as When is a Sale 
Final? . . . Selecting a Laundry and Dry 
Cleaner .. . The High Cost of Divorce 
. . . It Pays To Be Liked by the Salesperson 
. .» How To Do Business with a Broker 
... The Basing Point Controversy. The 
common thread of all these topics is the pre- 
sentation of information which will give 
“direction for a philosophy of life that is 
consistent with the ultimate goal of family 
happiness in our complex society. . . .” 

The author, who is Chairman of the De- 
partment of Consumer Education at Ste- 
phens College, brings a quarter of a century 
of teaching and research experience in con- 
sumer affairs to the writing of this text. The 
book is aimed primarily for college students, 
particularly non-business majors, and is 
something akin to a cross between a con- 
sumer economics text and one on personal 
finance. The style is light, yet there is meat 
in the discussion of most topics. As would 
be expected in a book of such scope and 


style, there are some errors of fact and some 
misinterpretations present. 

Nevertheless, these are relatively few in 
number and do not detract from the gen- 
eral effectiveness of the text. For the most 
part, the author steers a remarkably impar- 
tial course in his treatment of numerous sub- 
jects that, in the hands of a less objectively 
minded writer, might well have been given 
a biased slant. Exception can be taken, how- 
ever, to Professor Troelstrup’s enthusiasm 
for the establishment of a federal Depart- 
ment for Consumers and for his ardent and 
lengthy espousal of the National Associa- 
tion of Consumers. 

The book should find application in 
courses in Consumer Economics and in 
Home Economics. Although the book is not 
designed for use in schools of business, mar- 
keting teachers will likely find within its 
pages answers to many everyday questions 
that are raised by students of all kinds in 
connection with the general subject of mar- 
keting and the consumer. The review ques- 
tions at the end of each chapter, together 
with the “activity” problems and the sug- 
gested readings, should be helpful to a full 
utilization of the material covered. 

In retrospect, this reviewer feels that a 
thorough reading of Consumer Problems can 
benefit anyone who wishes to orient himself 
in the manifold aspects of the various dis- 
ciplines which are embraced in modern liv- 
ing as a consumer-citizen. This statement 
is made with full recognition that much that 
is contained in the book is elementary and 
perhaps too popularized in treatment to 
suit the tastes of readers of this JOURNAL. 


Rosert B. MINER 
Ohio State University 


ECONOMICS OF TRANSPORTATION, by Russel 
E. Westmeyer. (New York: Prentice-Hall, 
Inc., 1952. Pp. 740. $6.00.) 

This is a broad treatise covering all phases 
of transportation: railroad, highway, domes- 
tic water, air and pipeline. Railroad trans- 
portation receives over 350 pages of discus- 
sion and the other types of transportation 
about 75 pages each. The book is objective, 
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rides no particular hobby horse, presents 
both points of view toward controversial 
subjects and, in the last fifty pages, construc- 
tively sets forth the “National Transporta- 
tion Problems and Policies.” 

Marketing people are interested in trans- 
portation because of the importance of serv- 
ice. Products must be made available at 
the time and place of demand. In part, it 
is transportation facilities that determine 
whether the manufacturer will utilize the 
most direct methods of distribution, or use 
the wholesale merchant with his warehous- 
ing and storage facilities, or establish branch 
offices with stocks. The public must be 
served adequately! 

Although the book discusses no marketing 
problems, it does cover the great, enduring 
problems of rates, Federal regulation, fi- 
nance, labor, organization and reorganiza- 
tion, competition and trends. Especially im- 
portant is the discussion of trends. The com- 
ment is that each mode of transportation 
has built a special service and that all are 
bound to continue in competition. 

Railroads have ceased to expand in mile- 
age of track but they are considered to be of 
indispensable military need; subsidies to 
newer forms of transportation may not be 
necessary much longer and more attention 
must be given to the taxation problems. The 
“need for a national transportation policy” 
is stressed which will provide both for pub- 
lic support to, and a better competitive re- 
lationship between, the several modes of 
transportation. The question is raised about 
the advisability of increasing the powers of 
the Interstate Commerce Commission or “to 
create an entirely new regulatory body.” (p. 
273). 

The text is well documented with foot- 
notes referring to source material and “Sug- 
gested Readings” at the end of each chap- 
ter. The range of scholarship is great, but 
the thoroughness of treatment of each topic 
is a bit sketchy to some who are, like the 
reviewers, more or less widely experienced in 
shipping and managerial problems of op- 
erating transportation systems. But no such 
criticism can be made of the book as a text- 
book for students wishing to become ac- 


quainted with the problems of transporta- 
tion. 

This last comment may have some merit. 
Why should the book have been called the 
“Economics of Transportation,” rather than 
something like “Transportation in the 
U.S.A., Problems and Policies?” The au- 
thors fail utterly to make out a case for 
economics of comparable value to their 
statement of problems and policies. 


GLENN N. MERRY 
New York University 

HAROLD P. MERRY 
Southern California Freight Lines 
and Southern California Freight 
Forwarders 


EcoNnoMIc WARFARE, by Yuan-Li Wu. (New 
York: Prentice-Hall, Inc., 1952. Pp. 403. 
$4.50.) 

The ordinary citizen understands a shoot- 
ing war. The cold war which has been waged 
since 1945 and especially since the Korean 
outbreak is not so easily comprehended. 

Economic warfare though practiced since 
civilization began by blockades, bribery, 
sabotage and other time known and obvious 
devices has become as complex as the mili- 
tary instruments of destruction and proba- 
bly far more significant. 

This book is indeed a timely book for it 
now appears clear that the ideological war 
that is being waged between our free world 
and the soviet block is destined to be of 
long duration. 

The impact of an economic war will force 
private enterprise here and in all the free 
world to follow every twist and term of eco- 
nomic warfare; and unless private enter- 
prise does so, it will be unable to anticipate 
the changes on the domestic and foreign 
fronts as to trade, credit and methods of pay- 
ment, materials, investment activities, gov- 
ernment regulations, and other important 
business considerations. 

This study encompasses three objectives: 
(1) explains economic warfare, (2) describes 
its applications and uses in World War II, 
and its growth in U.S. policy making (an ex- 
tensive chart shows how one government 
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agency after another in this country came 
into being and how existing agencies ex- 
panded their efforts) and, (3) analyzes the 
short and long run effect of economic war- 
fare on the national and international 
fronts. The reader is impressed particularly 
by the fact that while a cease-fire command 
ends a shooting war, an immediate cessation 
of an economic war is well nigh impossible. 

The author of this book is not content 
with description but includes numerous case 
studies, a large body of statistical data per- 
taining to raw materials, production facili- 
ties, transportation difficulties, and mone- 
tary practices which naturally form the basis 
for policy making decisions. 

The reviewer has selected the following 
six points, which the author has developed 
in considerable detail: 


(1) America’s growing dependence upon 
the rest of the world for basic raw ma- 
terials. The author has presented in- 
teresting tables showing our expendi- 
tures for military and non-military items 
beyond our own frontiers. 

(2) The U. S. Government’s stock-piling 
policy during World War II and the 
Korean War and its effect not only on 
the economies of other nations but its 
effect on private industry in our coun- 
try. 

(3) The necessity of re-examining our poli- 
cies regarding importations and our tar- 
iff wall which may drive friendly na- 
tions into the camp of our enemies. 

(4) The significant philosophical trend of 
our allies in the free world from the con- 
cept of private enterprise toward na- 
tional ownership of the welfare state. 

(5) In the relative power positions, between 
the soviet bloc and the free world, the 
balance of immediate economic strength 
in the sense of the availability of cer- 
tain essential materials appears to be 
held by the rest of the world. They must 
become allied with the free world for 
our safety. 

(6) A projection of our position in the fu- 
ture alignment of nations. In this the 
author has set forth nine hypothetical 


alignments of the nations of the world 
into the two conflicting camps of the 
free world and the soviet bloc. The obvi- 
ous inference is that we must not be lag- 
gard in our efforts to make friends for 
we know the balance of power now rests 
in the hands of the uncommitted na- 
tions. 


The last chapter presents the author’s re- 
flections on American foreign policy. The 
following statements summarize Mr. Yuan- 
Li Wu’s philosophy: 


There is no reason why the foundation 
for a true international order should not 
be laid at a time of common peril. There 
may, in fact, be no better time for such a 
departure from irresponsible nationalism. 
The current state of a high level employ- 
ment and general demand provides the 
best time for what ever adjustments Amer- 
ican industries might be called upon to 
make if the tariff wall and barriers to fac- 
tor movements were removed. It may even 
be argued that the unilateral adoption of 
such a free trade policy by the United 
States, together with the assurance of con- 
ditional American aid, would help to al- 
lay the fears of most non-soviet countries 
and would hasten the formation of an in- 
tegrated economy consisting of the entire 
non-soviet world. 

Time may actually run out unless 
the economic warfare approach outlined 
above is pursued with more decisiveness 
and a greater sense of urgency. 


Marketing men, especially those inter- 
ested in foreign trade, will find this book 
stimulating and worthwhile. 


THEODORE H. SMITH 
Montana State University 


BRIEFLY NOTED 
By CuHARLEs J. DIRKSEN 


BIOGRAPHY OF AN IDEA, by John Bainbridge. 
(Garden City: The Country Life Press, 
1952. Pp. 381. $4.00.) 

This volume is presented in commemora- 
tion of the gooth Anniversary of the success- 
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ful establishment in America of the insti- 
tution of insurance—by Benjamin Franklin 
and his associates in the Philadelphia vol- 
unteer fire-fighting brigades—as a record of 
some insurance contributions to the nation’s 
present economic development. 

The book is not limited to mutual fire 
insurance. It traces the growth of mutual 
casualty insurance as well, relating the back- 
ground and rise of workman’s compensa- 
‘tion, automobile and numerous forms of in- 
surance that have developed out of the 
mutual idea. 

It recounts the colorful stories of hun- 
dreds of mutual companies active in every 
aspect of American life. 


OPERATING RESULTS OF LIMITED PRICE VA- 
RIETY CHAINS IN 1951, by E. R. Barlow. 
(Boston: Graduate School of Business Ad- 
ministration, Harvard 1951. 
Pp. 33. $2.00.) 


This is the twenty-first consecutive report 
by the Harvard Bureau of Business Research 
on the sales, margins, expenses, and profits 
of limited price variety store chains. 

Some of the highlights revealed from an 
analysis of the tables and charts are: 

1. All firms reporting to the Bureau in- 
creased their sales over the prior year. 

2. The increase in sales was a result of 
the highest average sales per store of any 
year rather than an increase in the number 
of outlets per chain. 

3. Expenses at 30.7 per cent were higher 
as a percentage of sales than in any year 
since before the war, and also reached an all- 
time peak in dollars. 

4. Net profit at 6.6 per cent dropped to 
the lowest point in the war and postwar pe- 
riods except for 1949, both in dollars and 
as a percentage of sales. 

5. Stock-turn at about the same rate in 
1951 as in 1950 for all firms for which data 
were available. Inventories were high but 
were down somewhat by the end of the year. 

6. Regional chains, probably as a result of 
the greater expansion of number of outlets 
and the ability to hold down expenses, fared 
better than the national chains. 


THE Business VENTURE IN MExico, by Rob- 
ert K. Evans and William H. Huber. (Al- 
buquerque: Bureau of Business Research, 
University of New Mexico, 1952. Pp. 175. 
$2.00.) 


This book has been written primarily as 
a handbook for the small businessman, and 
especially for the individual who is con- 
sidering launching his own business enter- 
prise in New Mexico. 

It takes the prospective businessman 
through the basic steps of finding and in- 
vestigating business opportunities, selecting 
a form of organization, and establishing his 
business under New Mexico law. The com- 
plexity of taxation and regulation assumes 
almost overwhelming proportions to the 
small businessman, and this book, written 
by an attorney-at-law and an investment 
consultant, provides a concise reference and 
easy-to-read tables to assist the businessman 
in wading through the red tape of manage- 
ment today. 

New Mexico is, in a sense, a new state with 
many attractions for businessmen from 
other states considering establishing a busi- 
ness or a branch here; this book yill serve as 
a valuable source of information for them. 


A DICTIONARY FOR ACCOUNTANTS, by Eric L. 
Kohler. (New York: Prentice-Hall, Inc., 
1952. Pp. 453- $7-50-) 

This dictionary includes a total of 2275 
terms drawn from accounting and related 
fields. Of these more than 2,000 are fully de- 
fined terms with comprehensive discussions 
of the varying shades of meaning appearing 
in different contexts. 

The author has made an excellent con- 
tribution by reducing ultimate definitions 
to everyday language intelligible to the non- 
specialist. 


FINANCIAL, MANAGEMENT FOR THE SMALL 
BUSINESSMAN, by L. A. Tungate. (Boston: 
Chapman and Grimes, 1952. Pp. 132. 
$3.00.) 


This book is written for the small busi- 
nessman. While not an accounting textbook, 
it is based on accounting principles so as to 


ry 
. 
] 
‘ 
7% 
Ey 
= 


BOOK REVIEWS 


473 


bring out the practical aspects of financial 
management. 

The author discusses the following im- 
portant phases of the businessman’s finan- 
cial problems: Budgets, Cost Control, Inven- 
tory Control, Financial Statements, Ratios, 
and Turnovers. 

If the small businessman will apply the 
knowledge gained by a study of this book, he 
will have a better understanding of the 
many intricate problems of financial man- 
agement. 


TWENTY-FOURTH ANNUAL BosTON CONFER- 
ENCE ON DISTRIBUTION, 1952. (Boston: Re- 
tail Trade Board, Boston Chamber of 
Commerce. Pp. 104. $3.90.) 


The theme of this year’s Conference was 
Distribution in a Free World. The treatment 
of this theme by the various speakers who 
addressed the Conference pointed out the 
dangers our economy faces and what must 
be done to preserve it. 

The speakers, as a whole, emphasized how 
the free flow of goods and services encour- 
ages entrepreneurs, business initiative and 
investment. Arbitrary restrictions by govern- 
ment on commerce and on marketing means 
an economy that seriously affects the com- 
fort, convenience and happiness of the popu- 
lation. 

Those associated with the Conference are 
to be commended for the excellent and real- 
istic manner in which they handled the prob- 
lems of Distribution in a Free World. 


CONFERENCE ON RESEARCH IN BUSINESS FI- 
NANCE. (New York: National Bureau of 
Economic Research, 1952. Pp. 340. $5.00.) 
This volume is a record of the conference 

proceedings held under the auspices of the 

Universities-National Bureau Committee 

for Economic Research. 

The participants included representatives 
of universities, government agencies, indus- 
trial concerns and financial institutions. 

Research on sources and uses of corporate 
funds is the first topic covered on which 
Loughlin F. McHugh, Charles H. Schmidt, 
and Lawrence Bridge contribute papers. 
These deal, respectively, with a Department 


of Commerce project for developing a re- 
liable historical series on fund sources and 
uses, the inadequacy of data on the rela- 
tionship between business size and financing 
practices, and the problems of financial re- 
search on new and small businesses. 

In part one of the next paper Edgar M. 
Hoover and Burton Klein explore methods 
of projecting business capital requirements, 
and, in part two, Albert R. Koch projects 
the capital needs of manufacturing corpora- 
tions for the next five years. 

A classification of factors influencing 
managerial decisions on corporate financial 
structure is presented in the fifth paper, pre- 
pared jointly by Neil H. Jacoby and J. Fred 
Weston. 

Discussion of debt versus equity in cor- 
porate financing continues in the two con- 
cluding articles. 


ENCYCLOPEDIC DICTIONARY OF BUSINESS, by 
Prentice-Hall Editorial Staff. (New York: 
Prentice Hall, Inc., 1952. Pp. 704. $10.00.) 


Ten years of hard work by Prentice-Hall’s 
Editorial Department and the expenditure 
of $250,000.00 have gone into the prepara- 
tion and editing of “The Encyclopedic Dic- 
tionary of Business.” A complete reference 
work which explains in detail thousands of 
terms used in all phases of business activity, 
the dictionary has been prepared as a basic 
aid for the working executive. 

Ten years ago, Richard P. Ettinger, Presi- 
dent of Prentice-Hall, Inc., became aware of 
the need for a handy and convenient single- 
volume reference source of the terms used in 
everyday business. He asked the Prentice- 
Hall Editorial Staff to prepare such a work. 
Under the direction of Lillian Doris, “The 
Encyclopedic Dictionary of Business” was 
compiled by the Editorial Staff, which col- 
lected the material from thousands of 
sources, cross-checked and edited the many 
references, and worked them into final form. 

This dictionary gives the answers to ques- 
tions which arise many times in all kinds of 
business transactions and operations and in- 
cludes definitions of terms in every adminis- 
trative field. More than three thousand defi- 
nitions and explanations are arranged al- 


4 
4 
ei: 
4 
= 


474 


THE JOURNAL OF MARKETING 


phabetically, and many are accompanied by 
illustrations and examples which help to 
solve practical business problems. The book 
is also designed to assist those not involved 
in business affairs to understand the legal 
terminology which is so often confusing to 
the layman. 


Laws RELATING TO THE INTERSTATE MOVE- 
MENT OF AGRICULTURAL PRODUCTS IN THE 
ELEVEN WESTERN STATES, Report No. 109. 
(Tucson: University of Arizona Agricul- 
tural Experiment Station, 1952. Pp. 105. 
No price given.) 

The report is a compilation of the laws 
relating to the interstate movement of agri- 
cultural products in the eleven western states 
of Arizona, California, Colorado, Idaho, 
Montana, Nevada, New Mexico, Oregon, 
Utah, Washington and Wyoming. 

It is part of an integrated system of mar- 
keting research which utilizes the regional 
approach. 

Though not analytical, the compilation 
will be of use to farmers, marketing agencies, 
transportation organizations, and others 
who are interested in the problems of inter- 
state marketing of farm products. 


Know .. . Section 1, prepared by Com- 
mittee on Industrial Advertising Effec- 
tiveness. (New York: National Industrial 
Advertisers Association, 1952. Pp. 42. 
$5.00.) 


This is the first section of what will even- 


tually be a five-section handbook. This first 
section is devoted to the evaluation of the 
effectiveness of Industrial Advertising. It 
deals with the appraisal of ad readership as 
a means of measuring effectiveness. 

The five parts making up this section deal 
with pre-testing, aided and unaided recall, 
coupons, reply cards and letters, split-runs, 
and recognition studies. All chapters have 
been written by industrial advertising men 
in cooperation with the Advertising Effec- 
tiveness Committee of the National Indus- 
trial Advertising Association. 


Costa Rica: A Stupy In Economic DEVvEL- 
OPMENT. (New York: The Twentieth Cen- 
tury Fund, 1952. Pp. 374. $3.00.) 

Costa Rica is one of the smallest of Latin 
American republics, about the size of Ver- 
mont and New Hampshire combined. Demo- 
cratic in government, with a literate and 
progressive people, it faces serious economic 
problems. 

This book reports the findings of a survey 
team commissioned to look into develop- 
ments in the various segments of the Costa 
Rican economy and recommend specific 
measures for improvement that might be 
undertaken, especialy with technical and 
financial assistance from foreign and inter- 
national agencies. It presents a factual pic- 
ture useful not only to persons concerned 
with Costa Rican and Central American af- 
fairs, but with the whole problem of aid to 
underdeveloped areas. 
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Editor 


THE CHICAGO CONFERENCE 
December 27, 28, 29, 1952 


Five hundred thirty enthusiastic market- 
eers swarmed into the Palmer House in 
Chicago to attend the 31st semi-annual con- 
ference of the AMA. The meeting was held 
jointly with the Allied Social Science Group. 
Meetings of the 24 social science organiza- 
tions were being held concurrently at the 
Palmer House and the Conrad Hilton. 

The American Marketing Association 
celebrated its 15th anniversary at this meet- 
ing. It was fortunate in having ten of its 
fifteen past presidents present to receive the 
huge birthday cake at the banquet on Sun- 
day, December 28th. 

Another feature of the banquet was the 
presentation of certificates to the winners of 
the 1951 awards program. Two entries were 
selected as the most outstanding of a field 
of fifty. They were Joel Dean’s “Managerial 
Economics,” and ““The Nature of Competi- 
tion in Gasoline Distribution at the Retail 
Level,” prepared jointly by Professors Ralph 
Cassady, Jr. and Wylie L. Jones. Dr. Dean, 
who is professor of Business Economics at 
Columbia University, and head of the firm, 
Joel Dean and Associates, was present to re- 
ceive his certificate in person. Dr. Jones, a 
professor at the University of California in 
Santa Barbara, accepted the certificates for 
himself and Dr. Cassady, Jr., who is pro- 
fessor at the University of California in Los 
Angeles. Dr. Cassady was unable to be pres- 
ent at the meeting. 

The program of the Conference, so ably 
put together by the Chicago Committee, was, 
in the opinion of many who attended, one 
of the best the Association has ever pre- 
sented. Its theme was “What’s New?.. . 
in Marketing Concepts . . . in Marketing 
Strategy . . . in Marketing Research Tech- 


niques.” The speakers brought just that to 
the enthusiastic audience. 

Credit is due Harper Boyd, Jr., General 
Conference Chairman, Peter G. Peterson, 
Program Chairman, and Robert J. Lavidge 
in charge of arrangements, for leading a top- 
notch team behind the scenes. 

The full program appears below. Sorry, 
no proceedings are to be published. 


CONFERENCE PROGRAM 
Saturday, December 27, 1952 


8:30 a.m. Registration—Foyer, Fourth Floor 


11:00 a.m. Student Registration and Rally— 
Room 17 


12:00-2:00 p.m. Opening Luncheon—Red 
Lacquer Room 


“Advertising in Transition” 
Fairfax Cone, President, Foote, Cone & Belding 


2:00 p.m. Teaching of Marketing Research 
Sub-Committee—Room 796 
Chairman: David J. Luck, 
Michigan State College 
“Brass Tacks Session: What Are We Trying to 
Do?” 
Panel: Roy Ashmen, Young & Rubicam, Inc. 
Lyndon O. Brown, Dancer-Fitzgerald- 


Sample, Inc. 

Kenneth A. Grubb, University of Mary- 
land 

Donald F. Mulvihill, University of Ala- 
bama 


2:30-4:30 p.m. “Some New Concepts” 
Chairman: D. Maynard Phelps, 
Professor of Marketing, 
University of Michigan 
1. “Do We Have Too Much Group-Think in 
Marketing?” 
Paul Lazarsfeld, Professor of Sociology, Columbia 
University 
2. “A New Look at Marketing Integration” 
Corwin D. Edwards, Chief Economist, Federal 
Trade Commission 
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3:30 p.m. Teaching of Salesmanship Sub- 
Committee—Room 796 
Chairman: Ralph B. Thompson, 
Associate Professor of Marketing, 
University of Texas 
“New Thoughts for Teachers of Salesmanship” 
New Thoughts on Teaching Aids 
Films—Frank H. Beach, Professor of Marketing, 
University of Illinois 
Student Presentations—Allan M. Cain, Agency 
Vice President, Austin Life Insurance Com- 
pany. 
New Thoughts on the Sales Curriculum 
From the University Viewpoint—W. R. Bennett, 
School of Commerce and Business Adminis- 
tration, University of Alabama 
From the Industry Viewpoint—Richard S. Steffa, 
Educational Director, The Dartnell Corp. 


Sunday, December 28, 1952 
CONCURRENT MORNING SESSIONS 


9:30-12:00 a.m. Concurrent Session No. 1 
Grand Ballroom 
“What’s New in Techniques for Understanding 
Buying and Selling Behavior?” 
Chairman: J. Stevens Stock, 
Director of Research and Media, 
McCann-Erickson, Inc. 
1. “What About Group Dynamics and other So- 
cial Research Methods?” 

Harold J. Leavitt, Vice President, Nejelski & 
Company, Inc. 

2. “The Theory of Games—Can it be Used in 
Marketing?” 

John McDonald, Board of Editors, Fortune 
Magazine, author of Strategy in Poker, War, 
and Business 

3. “Applying Projective Techniques to Marketing 
Problems” 
James Vicary, Psychologist 


9:30-12:00 a.m. Concurrent Session No. 2 
—Room 17 
“What’s New in Industrial Marketing Tech- 
niques?” 
Chairman: A. T. Bush, 
Acme Steel Company 
1. “What’s New in Forecasting?” 
Arthur G. Auble, Associate Professor Busi- 
ness Statistics, Northwestern University 
2. “Industrial Salesmen—Key to Effective Re- 
search?” 
John S. Hawley, Marketing Manager, Shake- 
proof, Inc. 
3. “An Industrial ‘Alice’ in the ‘Do-It-Yourself’ 
Wonderland” 
William H. Ferry, Merchandising Manager, 
Skil Corp. 


9:30 a.m. Teaching of General Marketing 
Sub-Committee—Room 796 
Chairman: Richard M. Clewett, 
Associate Professor of Marketing, 
Northwestern University 
“New Viewpoints in Marketing” 
E. D. McGarry, Head of Department and Pro- 
fessor of Marketing, University of Buffalo 


“Spending the Promotional Dollar—A Provocative 
New Theory with Practical Implications” 
Leo V. Aspinwall, Associate Professor of Mar- 
keting, University of Colorado 


1:30 p.m. Teaching of Advertising Sub- 
Committee—Room 796 
Chairman: Vance Chamberlin, 
Chairman, Marketing Department, 
Fenn College 
“What’s New ...in the Teaching of Adver- 
tising” 
Panel: Kenneth Dameron, The Ohio State Uni- 
versity 
Charles G. Ellington, Harvard University 
Vernon R. Fryburger, University of IIli- 
nois 
Karl H. Krauskopf, The Ohio State Uni- 
versity 
James D. Scott, University of Michigan 
Vance Chamberlin, Fenn College 
Kenneth A. Grubb, University of Mary- 
land 


2:00-3:20 p.m. “Marketing and the Pricing 
Dilemma’’—Grand Ballroom 
Chairman: Ira D. Anderson, 
Chairman of Department and 
Professor of Marketing, 
Northwestern University 
1. “The Company and the Law” 
Thomas Sunderland, General Counsel, Stand- 
ard Oil Co. of Indiana 
2. “Public Policy and the Law” 
Morris Adelman, Associate Professor, Massa- 
chusetts Institute of Technology 


3:30-5:00 p.m. “Mediamatics—A New Ap- 
proach for the Measurement and Eval- 
uation of Media Audiences”—Grand 
Ballroom 


Chairman: Hans Zeisel, 
Director of Research, 
Tea Bureau, Inc. 
1. “Mediamatics—What It Is” 
Ira N. Bix, Director of Advertising Research, 
Farm Journal, Inc. 
2. “Mediamatics—An Evaluation” 
George H. Brown, Professor of Marketing, 
University of Chicago 
Stanley Canter, Associate Director of Re- 
search, McCann-Erickson, Inc. 
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3:30 p.m. Teaching of Sales Management 
Sub-Committee—Room 796 
Chairman: Kenneth D. Hutchinson, 
Head, Department of Marketing 
and Professor of Marketing, 
Boston University 
“Personnel Relations in Sales Organizations” 
“Salesmen’s Retirement Plans” 
Phillip McVey, Case Institute of Technology 
“Special Incentives for Salesmen” 
Albert Haring, Professor of Marketing, Indiana 
University 
5:30-6:45 p.m. Cocktails (Dutch Treat)— 
Room 14, Club Floor 


7:00 p.m. Banquet—Grand Ballroom 
“What's New on Marketing Prospects at Home 
and Abroad?” 
Charles H. Sawyer, Secretary of Commerce 


Monday, December 29, 1952 


g:00 a.m. Teaching of Retailing Sub-Com- 
mittee—Room 796 
Chairman: Donald K. Beckley, 
Director, Simmons College 
Prince School of Retailing 
“Evaluating the Merchandising Effectiveness of 
a Store” 
Arthur W. Einstein, Head, Marketing Divi- 
sion, Pennsylvania State College 
“Making Use of Retail Trade Association Re- 
search in Teaching Retailing” 
Harry A. Lipson, Assistant Professor of Mar- 
keting, University of Alabama 
Panel Discussion: “Conducting Short Courses in 
Retailing” 
Chairman: Wenzil K. Dolva, 
Chairman, Department of Retailing, 
Washington University 
Panel Members: 
Delbert J. Duncan, Professor of Retailing, Uni- 
versity of California, Berkeley, Cal. 
Ira D. Anderson, Chairman, Marketing Dept., 
Northwestern University 
Donald K. Beckley, Director, Simmons College 
Prince School of Retailing 


g:00-11:30 a.m. “Marketing Strategy”—Red 


Lacquer Room 
Chairman: Steuart H. Britt, 
Director of Research, 
Needham, Louis & Brorby, Inc. 
1. “Where Should Research Really Fit Into Mar- 
keting Strategy?” 
Harry V. Roberts, Assistant Professor of Mar- 
keting, University of Chicago 
2. “Putting Prejudices and Stereotypes to Work 
into Your Advertising Strategy” 
Burleigh Gardner, Executive Director, Social 
Research, Inc. 
3. “Marketing New Products—Strategy and Tac- 
tics” 


Cliff Samuelson, Advertising Manager, Grocery 
Products, General Mills, Inc. 


10:45 a.m. Visual Aids for Teaching Sub- 
Committee 
Chairman: Hugh G. Wales, 
Associate Professor of Marketing, 
University of Illinois 
“Marketing Visual Aids that Are Useful for Edu- 
cational Purposes” 
O. H. Coelln, Editor and Publisher, Business 
Screen 


11:45-1:45 p.m. Luncheon—Red Lacquer 
Room 
“Marketing Research Today—Milestone or Mill- 
stone?” 
John E. Jeuck, Dean, School of Business, Uni- 
versity of Chicago 
2:00-3:30 p.m. “Researching the Salesman 
to Increase His Productivity”—Foyer, 
Grand Ballroom 
Chairman: James F. Hawkinson, 
Professor of Marketing, 
Northwestern University 
Panel: Gene L. Powers, Director of Sales Train- 
ing and Sales Personnel, Swift & Com- 
pany 
John C. Harkness, Partner, A. T. Kearney 
& Company 
Fred C. Akers, Assistant to Vice President, 
Industrial Sales, Crane Company 


3:45 p-m. Business Meeting—American Mar- 
keting Association—Foyer, Grand Ball- 
room—All members invited. 


EXHIBITORS 
George S. May Co. 
Richard D. Irwin, Inc. 
National Calculating Service, Inc. 
Curtis Publishing Company 
The Dartnell Corporation 
Powers-Samas Accounting Machines Sales, Ltd. 
Visual Economics Laboratory of Columbia Univer- 

sity 

Donohue Directories 
The Lincoln Library Encyclopedia 
F. B. Todd Company 
X-Ray Visual Sales Method, Inc. 
Chicago Reference Book Co. 
John Wiley & Sons 
U. S. Bureau of Labor Statistics 
U. S. Dept. of Agriculture 
U. S. Dept. of Commerce 
U. S. Bureau of the Census 
Remington Rand, Inc. 
Prentice-Hall, Inc. 
Research Company of America 
A. C. Nielsen Company 
Advertising Checking Bureau, Inc. 
Standard Rate and Data Service, Inc. 
McGraw Hill Publishing Co., Inc. 
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New Members 


The Association welcomes the following 
new members who were accepted during the 
period from October 15, 1952 through Jan- 


uary 15, 1953: 


Adams, Robert L. 
Bendix Aviation Corporation, Detroit 2, Michigan 
Ames, Robert Paul 
W. D. Lyon Company, Cedar Rapids, Iowa 
Arbuckle, Robert S. 
2211 Broadway North, Seattle 2, Washington 
Atkinson, Donald J. 
Wildroot Company, Inc., Buffalo 11, New York 
Axelson, Iver 
614 Aledo Avenue, Coral Gables 34, Florida 
Bailey, Brewster B. 
Moore Business Forms, Inc., Boston 16, Mass. 
Baranoff, Seymour 
1840 Grant Avenue, East Meadow, L. I., New York 
Bareis, Mildred 
Crown Zellerbach Corporation, San Francisco 19, 
California 
Beik, Leland L. 
College of Bus. Adm., Univ. of Arkansas, Fayette- 
ville, Arkansas 
Bennett, John R. 
853 East 18th Street, Brooklyn 30, New York 
Berliner, Robert A. 
1007 N. Roxbury Drive, Beverly Hills, California 
Berner, Frederic G. 
Market Research Corporation, New York 17, New 
York 
Bernstein, 2nd Lt. Bernard E. 
12th OSI District (16), Chanute AFB, Illinois 
Beuttenmuller, Doris Rose H. 
Assoc. Retailers & Civic Assoc., Granite City, Illi- 
nois 
Birmingham, Madeline A. 
Dewey & Almy Chemical Company, Cambridge 4o, 
Mass. 
Black, Tim L. 
541 E. 8th Street, Perrysburg, Ohio 
Blenk, Walter 
Dun & Bradstreet, Inc., New York, New York 
Bloor, W. F. 
Goodyear Tire & Rubber Co., Inc., Akron, Ohio 
Blumberg, David L. 
1617 Montague Street, Rockford, Illinois 
Bogart, Leo 
McCann-Erickson, Inc., New York 20, N. Y. 
Bonnitt, Thomas L. 
70-18-136th Street, Flushing 67, New York 
Brainard, Calvin H. 
Stevens Institute of Technology, Hoboken, New 
Jersey 
Brand, Edward A. 
536 Albert Avenue, East Lansing, Michigan 
Brandel, Harold E. 
Wolverine Tube Div., Detroit 26, Michigan 


Brennan, Bernard G. 
Clary Multipler Corporation, San Gabriel, Cali- 
fornia 
Brookby, Raymond F. 
Acme Coal & Fuel Company, Champaign, Illinois 
Brunner, Barbara Schachner 
1749 Grand Concourse, Apt. 4L, New York 53, New 
York 
Buchin, Stanley I. 
150 Tryon Avenue, Englewood, New Jersey 
Budd, R. M. 
Campbell Soup Company, Camden 1, New Jersey 
Burnett, Bruce B. 
280 Van Enburgh Avenue, Ridgewood, New Jer- 


sey 
Byleveld, Herbert C. 
Canadian Industries, Ltd., Nylon Div., Montreal, 
Canada 
Cain, Allen M. 
609 Bellevue Place, Austin, Texas 
Canfield, Norwood N. 
Smith Welding Equip. Corporation, Minneapolis 
14, Minn. 
Caplow, Theodore 
Ford Hall, Univ. of Minn., Minneapolis 14, Minn. 
Carda, Robert E. 
Dennison & Sons, Miami 42, Florida 
Carlson, Lee D. 
2726 Central Park Avenue, Evanston, Illinois 
Cerny, George B. 
Midland Co-op Wholesale, Minneapolis 13, Minn. 
Chalfant, James G. 
Olin Indus, Inc., c/o Winchester Rep. Arms Co., 
New Haven, Connecticut 
Chapman, Charles A. 
2114 Arlene Street, Ann Arbor, Michigan 
Chevrier, Micheline (Miss) 
Steinberg’s Groceterias Ltd., Montreal, Canada 
Childress, Russell L. 
U. S. Dept. of Agriculture, PMA, MFRB, Wash- 
ington, D. C. 
Clifford, J. F. 
National Transitads, Inc., Chicago 11, Illinois 
Clowe, Charles E. 
Douglas Laboratories Corp., Miami, Florida 
Coady, Edward Douglass 
9544 S. Damen Avenue, Chicago 43, Illinois 
Cochran, Dan S. 
Baeker Greeting Card Co., Cincinnati, Ohio 
Coffin, J. W. 
Texas Foundries, Inc., Lufkin, Texas 
Coldridge, A. Stanley 
Christie Brown & Company, Ltd., Toronto, Ont., 
Canada 
Collins, Frank F. 
E. B. Malone Company, Miami, Florida 
Coolidge, David A. 
R. L. Polk & Company, Detroit 31, Michigan 
Coontz, Harvey E. 
67-14-108th Street, Apt. 2C, Forest Hills, New York 
Conlin, Richard F. 
51 Midland, Highland Park 3, Michigan 
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Cooper, Bernard 
Market Research Consultant, Baltimore 15, Mary- 
land 
Cowart, James W. 
Oakland 12, California 
Coyle, M. Patrick 
3360 So. Bradway Blvd., Birmingham, Michigan 
Chrichton, Charles F. 
Kay Associates, Inc., Washington 1, D. C. 
Crosta, Richard 
Provost Marshal General’s, Camp Gordon, Georgia 
Cutler, Robert F. 
295 St. John’s Place, Brooklyn 17, New York 
Dake, Kenneth V. 
Internat’l Minerals & Chem. Corp., Skokie, Illinois 
Dallas, Sherman F. 
Georgia Inst. of Technology, Atlanta, Georgia 
Daniels, Robert E. 
74 Beals Street, Brookline 46, Mass. 
Darby, Robert L. 
213 Ashbury, San Francisco, California 
Darnovsky, Morris 
The Brush Development Company, Cleveland 14, 
Ohio 
Dau, Ray S. 
Bauer & Black, Chicago 6, Illinois 
David, M. K. 
The Kroger Company, Cincinnati 9, Ohio 
Decker, William H. III 
Batten, Barton, Durstine & Osborn, Inc., Buffalo 3, 
New York 
Delano, Lester A. 
Gould, Gleiss & Benn, Inc., Chicago 10, Illinois 
Devine, Joseph E. 
40 Victory Road, Dorchester 22, Mass. 
Dewalt, Warren R. 
425 Freeland Street, Pittsburgh 10, Pa. 
Doczy, Joseph S. 
U. S. Steel Company, Pittsburgh go, Pa. 
Dowling, Richard M. 
R. T. French Company, Rochester 9, New York 
Dra’ in, Robert J. 
1243 Club View Drive, Los Angeles 24, California 
Duff, James R. 
J. B. Fraser & Associates, Toronto, Ont., Canada 
Dutka, Solomon 
The Medimetric Institute, New York 36, N. Y. 
Eadeh, Edward R. 
Du Mont Television Network, New York, N. Y. 
Edscorn, B. E. 
International Shoe Company, St. Louis 3, Mo. 
Eisfeld, E. M. 
Advertising Management, Miami 32, Florida 
El-Sherbini, Abdel Aziz 
University of Iowa, Iowa City, lowa 
Enzler, Hugh 
2547 W. Fargo, Chicago 45, Illinois 
Exo, Gerhard G. 
Gaines Div., General Foods Corp., Kankakee, Illi- 
nois 
Faylor, Roy S. 
Goodyear Tire & Rubber Co., Akron 16, Ohio 


Faulkner, Lt. Fred 
629 N. Berwick Avenue, Indianapolis 22, Indiana 
Feldman, Burton G. 
Gordon Best Company, Inc., Chicago 1, Illinois 
Finnerty, Virginia A. 
2500 Northwest 88th Street, Miami, Florida 
Fitzpatrick, Robert W. 
14383 Corvallis Street, San Leandro, California 
Freeman, Michael S. 
22 Halford Road, West Roxbury 32, Mass. 
French, Norman D. 
Kansas State College, Manhattan, Kansas 
Furst, Harold 
300 Montgomery, San Francisco 20, California 
Galloway, Lawrence W. 
4703 Kernwood Avenue, Baltimore 12, Maryland 
Galton, Mrs. Ruby M. 
3930 N. W. Second Street, Miami 34, Florida 
Gamble, Adrian T. 
Procter & Gamble Co. of Canada, Ltd., Toronto, 
Ont., Canada 
Garff, Dr. Royal L. 
975 Military Drive, Salt Lake City 5, Utah 
Gattoni, Dante A. 
Miami Daily News, Miami, Florida 
Gayner, Ralph R. 
Motorola, Inc., Chicago 51, Illinois 
Gentz, Edward F. 
93-24 Queens Blvd., Forest Hills, New York, New 
York 
Geary, William J. 
National Brewing Company, Baltimore 24, Mary- 
land 
Geoffroy, Charles H. 
Ward Wheelock, Philadelphia 7, Pa. 
Gerlach, Friedhelm 
504 So. Main Street, Bowling Green, Ohio 
Gibson, Floyd 
F. & R. Lazarus, Columbus 15, Ohio 
Gill, H. T. G. 
5039 Victoria Avenue, Montreal, Que., Canada 
Girsch, L. Stephan 
U. S. Bureau of Mines, Pittsburgh, Pa. 
Golden, Tom P. 
Motorola, Inc., Chicago 51, Illinois 
Gonzales, Mae A. 
The Tanis Company, Inc., Philadelphia 2, Pa. 
Gordon, Dennis 
1190 Cadillac Blvd., Akron 20, Ohio 
Gordon, Nicholas 
Keystone Broadcasting System, Inc., New York 19, 
N. Y. 
Greer, James W. 
Gift-Pax of Dallas & Ft. Worth, Ft. Worth 3, Texas 
Gruenberg, Emil L. 
Micromatic Hone Corporation, Detroit 4, Michi- 
gan 
Gunther, Edgar J. 
63-60-102nd Street, Forest Hills 74, N. y. 
Haerr, Alvin R. 
Deer Creek, Illinois 
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Haft, Richard J. 
211 Central Park West, New York 24, N. Y. 
Haley, Russell I. 
Central Market Research Bureau, Cleveland 1, 
Ohio 
Ham, William J. 
633 Vine Street, Philadelphia, Pa. 
Hansen, Ralph F. 
Monsanto Chemical Company, Springfield, Mass. 
Harshaw, E. B. 
Barbara Brent, Inc., Montreal, Que., Canada 
Hasenyager, Keene R. 
Market Research Corporation, New York 17, N. Y. 
Hazen, John C. 
National Retail Dry Goods Assn., Washington 5, 
D.C. 
Heillig, Joseph 
Direct Advertising Company, Montreal 25, Que., 
Canada 
Higgins, I. A. 
Baron Steel Company, Toledo 12, Ohio 
Himmelstein, Jacob B. 
315 Winding Way, Merion, Pa. 
Holley, Donald M. 
Gen’l Chem. Div., Allied Chem. & Dye Corp., New 
York 6, N. Y. 
Horky, C. V. 
The Pure Oil Company, Chicago, Illinois 
Hutchinson, Paul C. 
Baird Associates, Inc., Cambridge 38, Mass. 
Jacobs, Charles E. 
Bowling Green State University, Bowling Green, 
Ohio 
Jancik, Gerald C. 
7022 W. 13th Street, Berwyn, Illinois 
Johnson, Keith R. 
$351 Humboldt Blvd., Milwaukee, Wisconsin 
Johnson, Robert A. 
Route #3, Box 244, Mound, Minnesota 
Johnston, Thomas H. Jr. 
Rogers Corporation, Goodyear, Connecticut 
Kayser, Paul W. 
Esterbrook Pen Company, Camden 1, New Jersey 
Kendall, P. R. 
Motorola Com. & Elect, Inc., Winchester, Mass. 
Kent, George F. 
Armour & Company, Chicago 9, Illinois 
Kimball, Richard H. 
Prudential Ins. Co. of America, Toronto, Ont., 
Canada 
King, Joseph P. 
Grocery Mfrs. of America, Inc., New York 17, 
N. Y. 
King, Robert F. 
395 Charles Street, Boston, Mass. 
Kinsinger, Mrs. Pauline E. 
Sylvania Electric Products, Inc., Buffalo 7, New 
York 
Kittleson, Harlan G. 
4649 Washington Street, Skokie, Illinois 
Kotler, Morton 
6600 N. Gratz Street, Philadelphia 26, Pa. 


Kupp, Albert A. 
3159 Lanone Drive, Dallas 9, Texas 
Kushmar, Howard Stewart 
J. L. Hudson Company, Detroit, Michigan 
Kuzma, Michael 
108 W. Logan, Philadelphia, Pa. 
Lair, Jesse K. 
Bruce B. Brewer & Company, Minneapolis, Minn. 
Landsberger, Robert H. 
National Family Opinion, Inc., Toledo, Ohio 
Lee, Stewart M. 
Geneva College, Beaver Falls, Pa. 
Le Moal, Edmond J. 
Davis & Geck, Inc., Brooklyn 1, New York 
Lindsey, Miss Nancy 
1056 N. Mason Avenue, Chicago 51, Illinois 
Lipton, Merle C. (Mrs.) 
162 Clifton Place, Syracuse 6, New York 
Lopatnikov, Phillip H. G. 
U. S. Steel, Com. Res. Div., Pittsburgh go, Pa. 
Lovelace, W. F. 
Department of Water & Power, Los Angeles 54, 
California 
McCabe, Robert 
Candle-Lite Chemical Company, Miami 36, Flor- 
ida 
McCann, Wilbur E. 
Los Angeles Chamber of Commerce, Los Angeles 
15, California 
McCarthy, Frank S. 
Williams-Thomas Limited, Montreal 14, Que., 
Canada 
McCarthy, Patricia 
Foote, Cone & Belding, Chicago 11, Illinois 
McCaughna, Robert E. 
Crown Zellerbach Corporation, San Francisco 4, 
California 
McCrudden, Michael J. 
621 Latham Drive, Wynnewood, Pa. 
McCulloh, Harold D. 
Candle-Lite Chemical Company, Miami 36, Flor- 
dia 
McElroy, Lt. Col. Wm. Rice, 335 University Drive, 
Coral Gables 34, Florida 
McLaughlin, Robert L. 
General Electric Company, Syracuse, New York 
McNicol, Donald 
Rogers Majestic Electronics, Ltd., Toronto 17, 
Ont., Canada 
McPartland, Thomas C. 
523 E. Center Street, Manchester, Conn. 
MacNider, Jack 
United States Steel Company, Pittsburgh go, Pa. 
Macnutt, P. Stephen 
McKim Advertising, Ltd., Montreal, Que., Canada 
Magoun, Roger 
Norton Company, Worcester 6, Mass. 
Maloney, Paul William 
The Addison Lewis Company, Minneapolis 4, 
Minn. 
Manfield, Manuel N. 
266 Bedell Terrace, West Hempstead, N. Y. 
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Manhard, Ormond H., Jr. 
Northeastern Distributors, Inc., Boston 15, Mass. 
Mann, William D. 
U. S. Dept. of Commerce, Boston 9, Mass. 
Manual, John S. 
Fuller & Smith & Ross, Inc., Cleveland 15, Ohio 
Markert, Anthony 
Will & Baumer Candle Company, Syracuse, New 
York 
Marlow, William H. 
2302 Walter Avenue, Northbrook, Illinois 
Marsiglia, Joseph James 
Equitable Trust Company, Baltimore 2, Maryland 
Martin, Robert A. 
Jos. Schlitz Brewing Company, Milwaukee 1, Wis- 
consin 
Masterson, William V. 
Burgoyne Grocery & Drug Index, Cincinnati 2, 
Ohio 
Matthes, Rudolph 
Owens-Corning Fiberglass, Toledo 1, Ohio 
Mikos, Stella C. 
3526 East 153rd Street, Cleveland 20, Ohio 
Miles, Dr. Virginia 
McCann-Erickson, Inc., New York 20, N. Y. 
Miller, Howard E. 
The National Cash Register Co., Dayton 9, Ohio 
Milne, John N. 
Canadian General Electric Co., Ltd., Toronto 1, 
Ont., Canada 
Miner, George S. 
101 Ingram Avenue, Pittsburgh 5, Pa. 
Mollison, Jean 
Arthur D. Little, Inc., Cambridge 38, Mass. 
Morabito, Shirley D. (Mrs.) 
Chas. Pfizer & Company, Inc., Brooklyn 6, New 
York 
Morgan, Howard E. 
Annex 235, Univ. of Utah, Dept. of Mktg., Salt 
Lake City 1, Utah 
Moseley, Acie C., Jr. 
go Albin Road, Stamford, Connecticut 
Mott, T. A. M. 
Dearborn Stove Company, Dallas, Texas 
Murdock, Warren 
2266-31st Street, Santa Monica, California 
Nash, E. C. 
Agricultural Publishers Assoc., Chicago 1, Illinois 
Neigut, Stanley J. 
128 Laurel Avenue, Binghamton, New York 
Nelson, George S., Jr. 
Marathon Corporation, Menasha, Wisconsin 
Nelson, G. Walter, Jr. 
1610 Summitt Street, McKeesport, Pa. 
Nystrom, Paul E. 
University of Maryland, College Park, Maryland 
Overton, Richard S. 
1270 Kentucky Avenue, Akron, Ohio 
Palmer, Walter J. 
Young & Rubicam, Ltd., Montreal, Que., Canada 
Papalian, George K. 
18 Abingdon Square, New York 14, N. Y. 


Patel, Raman K. 


449 West 56th Street, Apt. 6C, New York 19, N. Y. 


Paulson, Emery A. 
Dun & Bradstreet, Inc., Cincinnati 2, Ohio 
Pearson, Edward W. 
Channing L. Bete Company, Greenfield, Mass. 
Pehowski, Claude F. 
1523-24th Street, Two Rivers, Wisconsin 
Perry, E. B. 
Coro, Incorporated, Providence 2, R. I. 
Perry, Mrs. Eloise 
Greater Miami Manufacturers Assn., Miami 36, 
Florida 
Peterson, Norman M., Jr. 
Coral Gables Chamber of Commerce, Coral 
Gables, Florida 
Peterson, Ruth E. K. (Miss) 
4801 Connecticut Ave., N. W., Washington 8, D. C. 
Petras, George S. 
2108 Key Boulevard, Arlington 1, Virginia 
Pinkerton, Wm. Stewart 
The Dayton Company, Minneapolis 2, Minn. 
Pollack, Arnold 
234 So. 44th Street, Philadelphia, Pa. 
Prestwich, Leonard W. 
Ohio State University, Columbus 10, Ohio 
Purves, Alan R. 
Saturday Night Press, Montreal, Que., Canada 
Rappaport, Leonard 
620 W. 170th Street, New York 17, N. Y. 
Rapps, Miss Evelyn 
1210 So, 15th Avenue, Maywood, Illinois 
Ratner, J. E. 
Campbell-Mithun Advtg. Agency, Inc., Minne- 
apolis 2, Minn. 
Raymond, Robert S. 
24 Beech Street, Lowell, Mass. 
Richey, Perry S. 
3116 Circle Hill Road, Alexandria, Virginia 
Rivoire, John 
Chas. Pfizer & Company, Inc., Brooklyn 6, New 
York 
Roberts, Roma 
Geyer Advertising, Inc., New York 22, N. Y. 
Roberts, Stanley M. 
Hardware Mutuals, Stevens Point, Wisconsin 
Robertson, Bruce S. 
Jefferson Electric Company, Bellwood, Illinois 
Robertson, Walter John 
217 Springfield Pike, Cincinnati 15, Ohio 
Rockwell, William A. 
Moore Business Forms, Inc., Emeryville, California 
Roller, Henry S. 
431 Center Street, Findley, Ohio 
Rondot, Lucien C. 
Fact Finders Associates, Inc., New York 17, N. Y. 
Rosenberg, L. J. 
Sanger Brothers, Dallas, Texas 
Rubin, Marvin J. 
6124 No. Rockwell, Chicago 45, Ill. 
Ryan, Brother Leo V. C.S.V. 
Spalding Institute, Peoria 3, Illinois 
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Saalfield, Robert S., Jr. 
Newsweek Magazine, Cleveland 13, Ohio 
Sadlowska, Hedwig H. 
6728 Chappel Avenue, Chicago 4g, Illinois 
Sandow, Richard O. 
Marshall & Ilsley Bank, Milwaukee 2, Wisconsin 
Sanford, William C. 
Hotpoint Company, Chicago 44, Illinois 
Scott, Philip E., Jr. 
Esterbrook Pen Company, Camden 1, New Jersey 
Seward, Schuyler L. 
Foote, Cone & Belding, New York 17, N. Y. 
Shaw, Erwin B. 
271 East 197th Street, New York 58, N. Y. 
Sheldon, George C. 
5 Cedarwood Terrace, Lexington 73, Mass. 
Shepherd, John W. 
The Drackett Company, Cincinnati 32, Ohio 
Skerritt, Robert D. 
Dun & Bradstreet, Inc., Rochester 3, New York 
Slayton, Alan 
Harold F. Stanfield, Ltd., Montreal, Que., Canada 
Sorensen, Carl C. 
Lanston Monotype Machine Co., Philadelphia 3, 
Pa. 
Stacey, Ann Wallace 
955 Poinsettia Drive, Salt Lake City 16, Utah 
Stedman, Lynn G., Jr. 
Crawford Door Sales Company, Detroit 7, Michi- 
gan 
Stevens, J. Richard 
State Univ. of Iowa, Marktg. Dept., Iowa City, 
Iowa 
Stevens, William D. 
Young & Rubicam, New York, N. Y. 
Stevenson, John P. 
100 Memorial Drive, Apt. 8-11B, Cambridge, Mass. 
Strauss, Mac 
Philbin & Coine, Miami, Florida 
Sullivan, Kenneth C. 
Raytheon Mfg. Co. Equip. Sales Div., Waltham 
54, Mass. 
Sullivan, Timothy J. 
Florida Power & Light Company, Miami 30, Flor- 
ida 
Sutherland, R. W. 
5910 Coolbrook Avenue, Montreal, Que., Canada 
Symons, John Jeffrey 
Canadian Cottons, Ltd., Montreal, Que., Canada 
Szatkowski, James R. 
5171 No. Teutonia, Milwaukee, Wisconsin 
Teague, James 
Dearborn Stove Company, Chicago, Illinois 
Thomas, Harvey L., Jr. 
McKinsey & Company, New York 17, N. Y. 
Traub, A. C. 
Fairbanks, Morse & Company, Providence, R. I. 
Trieb, Jules 
McCann-Erickson, Inc., New York 20, N. Y. 
Tucker, William A. 
Ideal Industries, Inc., Sycamore, Illinois 


Turner, Jack Thorne 
School of Bus., Indiana Univ., Bloomington, In- 
diana 
Valentine, Mary B. 
The Moore Hotel, Seattle 1, Washington 
Van Pelt, C. H. C. 
The Arrington-Van Pelt Org., Cincinnati 37, Ohio 
Vatalaro, Joseph S. 
The General Tire & Rubber Company, Akron 9, 
Ohio 
Vaughan, Ernest H. 
The University of Texas, Waggener Hall 11, Aus- 
tin 12, Texas 
Visser, Nick 
Consolidated Press, Ltd., Toronto 1, Ont., Canada 
Vitriol, Morton M. 
630 Fifth Avenue, New York 20, N. Y. 
Vosburg, Harry A. 
Sylvania Electric Products, Inc., New York, N. Y. 
Waaser, Wilbur F. 
Utica College of Sycamore Univ., Utica, New 
York 
Wagner, Charles B. 
210 Houston Road, Pittsburgh 9g, Pa. 
Walker, Mrs. Margaret 
University of Utah, Annex 234, Salt Lake City 1, 
Utah 
Walker, Myles M. 
Raytheon Mfg. Co., Equip. Sales Div., Waltham 
54, Mass. 
Wallen, Adrian L. 
1150 West Ohio Street, Chicago 22, Illinois 
Watkins, William J. 
School of Bus., Univ. of Mich., Ann Arbor, Michi- 
gan 
Waugh, Frederick V. 
Bureau of Agricultural Economics, Washington, 
D. C. 
Weill, Robert K. 
The Armand S. Weill Co., Inc., Buffalo 2, New 
York 
Weiss, Irv. 
231 Bridge Street, Phoenixville, Pa. 
Wexelman, Bernard 
Dancer, Fitzgerald, Sample, Inc., New York 17, 
N. Y. 
Willson, John Percival Wynne 
The Imperial Tobacco Co., Ltd., Bristol 3, Eng- 
land 
Wilson, Thomas H. 
The General Tire & Rubber Company, Akron 9g, 
Ohio 
Woolley, Douglas F., Jr. 
Pennsylvania Salt Mfg. Company, Philadelphia 7, 
Pa. 
Zimmerman, Clark E. 
McCann-Erickson, Inc., Cleveland 14, Ohio 
Zober, Martin 
Drake University, Des Moines 11, Iowa 
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For Advanced Management Courses Emphasizing 
the Formulation of Policies and Decisions: 


BUSINESS POLICIES 
AND MANAGEMENT 


By Dr. W. H. Newman 


Dr. Newman of the Graduate School of Business, Columbia 
University, has written this book for top management courses 
out of his rich experience in business and teaching. BUSINESS 
POLICIES AND MANAGEMENT covers policies, organization, 
facilities, and techniques. It provides a comprehensive cover- 
age of the problems facing a business administrator. 

There are twenty-seven chapters, each followed by class 
discussion questions and a practical case problem emphasizing 
the principles in the chapter. An instructors’ manual is avail- 
able without charge to instructors using this book. 

Besides the cases at the end of each chapter, there are 
eleven comprehensive cases for detailed study. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 2, New Rochelle, N. Y., Chicago 5, San Francisco 3, Dallas 2 


With Eleven Actual 
Comprehensive Cases 


The following is a 
list of the eleven 
comprehensive cases: 


MID-CENTRAL POWER 
AND SERVICE CO. 


THE WALTER C. 
WYCOMB COMPANY 


SUPERIOR HOSIERY 
COMPANY 


THE DELICIOUS 
FRUIT COMPANY 


D. L. HINSHAW AND 
COMPANY 


CENTRAL CLAY 
PRODUCTS COMPANY 


TODD BAKING POWDER 
COMPANY 


HOME FURNISHINGS 
COMPANY 


JACKSON OIL CO. 
ROCKLYN OIL CO. 
INDIAN LEAF, INC. 


THE JOURNAL OF MARKETING 


NOW offers the below-listed publications in the hope that they will help to 


solve your individual researching problems. 


1. Motion Picture Research: Content and Audience Analysis, by Marjorie 


Fiske; Leo Handel, Vol. XI, No. 2 


2. New Techniques for Studying the Effectiveness of Films, by Marjorie 


Fiske; Leo Handel, Vol. XI, No. 4 
g. Insurance Research, by Frank Lang, Vol. XI, No. 1 


4. Estimating the Character of Unsampled Segments of a Universe, by 


Lucien Warner, Vol. XII, No. 2 


5. Motivation Analysis in Market Research, by Fred T. Schreier; Albert J. 


Wood 


These are priced at $1.00 per copy. Add twenty-five cents per copy for ship- 


ment outside the United States. 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 


1525 E. 53rd Street 


Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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Please mention the JouRNAL OF MARKETING in writing advertisers 


You can relax when 
Selling Research is on the| 
job! Your confidential re- 
ports on the current over- 


the-counter movement of 
your own or competit 

products are ready for 
action months ahead 


the “regular channels.” 


A “must” sales too 


used by leading man 
facturers in the drug, gr 
cery, pharmaceutical, toi 
letry, confectionery and| 
beverage fields! 


120 TEST CITIES 


Complete pretests: 
Copy, Point-of-sale, 
Merchandising Plans, 
New Packages, Media, 
New Products. 


Pappy? 

— 

FIRST | 
FIRST 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLIII March, 1953 
Harold Adams Innis, 1894-1952 V. W. Bladen and others 
The Meaning of Utility Measurement A. A. Alchian 
Duties and Income Distribution A. Y. C. Koo 
Excess Liquidity and Monetary Reforms ]. G. Gurley 
International Trade Philosophy of Cordell Hull W. R. Allen 
National Income and Product, 1929-1950 L. R. Klein 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official aig res of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other ublications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 


JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St., N. W. Washington 6, D. C. VOL. 48 NO. 261 
Data for Measuring the Effectiveness of Public Income-Maintenance Programs ........ Jacob Fisher 
The Circular Normal Distribution: Theory and 
L. J. Gumbel, J. Arthur Greenwood, and David Durand 
Probabilities of Certain Solitaire Card Games .............ecececcecccees Robert E. Greenwood 
Delimitation of Economic Areas: Statistical Conceptions in the Study of the ' 
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is to be assumed that the rules, etc., are uni- 
versals). Nor are the numerous lists made 
meaningful through elaboration. (For ex- 
ample, what is meant by the “planfulness” 
listed as point eight by the seemingly im- 
probable Dr. Doncaster C. Humm on p. 38?) 
It fails to give even minimal treatment of 
the essence of managers’ problems, i.e., su- 
pervision of the sales force. Similarly want- 
ing are the field of policy determination, in- 
tegration and cooperation with other de- 
partments, methods of measurement, evalu- 
ation and control, standards of performance, 
costs, pricing, and planning, to mention a 
few. It is freely admitted that there is no one 
best way to teach a course in sales manage- 
ment, yet certain topics are so germane that 
some treatment in a textbook is mandatory. 

It is interesting to note the genealogical 
shuffling evident in six years. In 1946, the 
preface states: 


. sales management is a blood rela- 
tive of all other branches of business— 
the father of marketing, a full brother 
of top management, and a first cousin 
of profitable distribution! 


In 1952, the preface reads: 


. modern sales management is a 
blood relative of all other branches of 
business and industry—the son of mar- 
keting, a full brother of top manage- 
ment, and the father of profitable dis- 
tribution! 


One is tempted to speculate on the legiti- 
macy of the progeny. 

NorMaAn E. TAYLOR 
Montana State University 


SALESMANSHIP, by Richard Loring Small. 
(New York: The MacMillan Company, 
1952. Pp. 543. $5-75-) 

It is nearly impossible to write anything 
essentially original on the subject of sales- 
manship. About all a new book can strive to 
be is plausible, convincing and teachable, 
that is, it should itself demonstrate good 
salesmanship. In addition, it should offer 
completeness of coverage. 

In general, the subject of salesmanship in- 


volves three important aspects: First, it is 
part of our economic system and creditable 
for many of our material gains. Second, it is 
an essential business technique, thus to be 
coordinated with merchandising, advertis- 
ing and other aspects of distribution. Third, 
salesmanship is a psychological process in 
which one mind influences another. 

Professor Small’s book is a clear, intelli- 
gent and well-organized presentation of the 
subject. Of interest to teachers should be the 
generous supply of questions and exercises 
which follow each chapter. 


KENNETH D. HUTCHINSON 
Boston University 


CuarTING Statistics, by Mary Eleanor 
Spear. (New York: McGraw-Hill Book 
Company, Inc., 1952. Pp. 240. $4.50.) 


Charting Statistics is a well-written vol- 
ume containing examples and rules concern- 
ing the correct graphic portrayal of statis- 
tics. It is interesting to note that the author 
also included a brief section on the prepara- 
tion of charts for use on television presenta- 
tions. 

To the student of marketing, this should 
prove to be a useful volume because the au- 
thor presents many excellent examples on 
how to present economic data. To anyone 
who uses graphic presentation, the oft-re- 
peated theme of the book—‘“to keep the 
presentations simple”—is worth careful 
study and application. Two other general 
rules are worthy of repetition here—“in 
preparing chart presentations, know your 
audience, know your material.” 

It would seem that in a book of this kind a 
section on how to use various drafting tools, 
such as ruling pens, T-square, etc., might 
be useful. Except for some mention of the 
implements a student should have and a 
description of line weights, there is little to 
guide the reader who might like to use the 
book to help him draw charts. This is, of 
course, not a very serious criticism because 
the most important part of any book on 
charting is how to understand graphs and 
not on how to draw a straight line. 

An impression left with the reviewer is 
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that a draftsman should be employed to do 
the drawing while the reader of the book 
does the planning and instructing. This is 
perhaps the best way to operate but it is not 
always the most practical. 

IRVING ROSHWALB 
Opinion Research Corporation 


BETTER POPULATION FORECASTING FOR AREAS 
AND COMMUNITIES, A GUIDE BOOK FOR 
THOSE WHO MAKE oR USE POPULATION 
PROJECTIONS, by Van Beuren Stanbery. 
(Washington: U.S. Government Printing 
Office, 1952. Pp. 80. $0.25.) 


“The purpose of this publication is to aid 
those who make or use population forecasts 
for areas and communities within the 
United States. It aims to do this by review- 
ing the problems involved in forecasting 
population and methods now in use. It sug- 
gests procedures and techniques that should 
tend to produce better-founded and more 
reliable figures. It also points out factors re- 
quiring special consideration in forecasts for 
particular types of areas and communities. 
It informs those who use population fore- 
casts made by others of the factors that had 
to be considered and appraised in their mak- 
ing. With this information, the user can 
judge better for himself the reliability of the 
forecasts at hand.” This is a “large order.” 
How well is it filled for the person without 
technical training in an 80-page brochure? 

Sixteen pages are devoted to the discus- 
sion of problems of population projection. 
Obviously only the more important prob- 
lems are discussed, and these only briefly. 
Some problems considered are the logical 
foundation of projections; basic explicit and 
implicit assumptions; knowledge of data; 
factors (economic, social, climatic) affecting 
births, deaths and net migration; single fig- 
ure or range projections; and classes of pop- 
ulation (resident civilian, armed forces and 
institutional) to be forecast. 

Twenty pages are devoted to the current 
techniques of population forecasting. These 
methods are: (1) graphical or mathematical 
projections of the curve of past population 
growth; (2) projections based on relation- 


ships of population growth in an area to 
that in other areas; (3) projections of net 
migration and of natural increase; and (4) 
forecasts based on specific estimates of fu- 
ture employment. 

If up to this point the reader of this bro- 
chure believes that population forecasting is 
not a complicated process, he will be quickly 
awakened to this fact when he reads the 
eleven pages devoted to “Suggested Pro- 
cedure for Making Population Projections” 
and its accompanying appendix of twenty- 
one pages which presents working tables 
and suggestions. Incidentally, this part and 
the appendix should be read concurrently. 
The five steps of the suggested procedure 
are: (1) statistical analysis of past growth; 
(2) review of factors and conditions that 
have influenced population growth; () ap- 
praisal of factors affecting future growth; 
(4) determination of maximum and mini- 
mum projections; and (5) determination of 
probable range. Anyone who has made fore- 
casts quickly realizes that it is easier to state 
these steps than to take them. 

The fourth and last part of the brochure 
deals with “Special Considerations for Par- 
ticular Types of Areas.” Under it are dis- 
cussed projection considerations relative to 
large interstate regions, individual states, 
metropolitan areas, communities within a 
metropolitan area, independent urban com- 
munities, and rural areas. 

There is little question in this reviewer's 
mind that most of the readers will be able 
to follow the presentation without too much 
difficulty and that they will be inclined to 
agree with it. With suitable changes, this 
brochure offers much for forecasters of se- 
ries other than population. 


CiausIN D. HADLEY 
University of Santa Clara 


APPLIED STATISTICS, edited by Leonard H. C. 
Tippett (A Journal of the Royal Statisti- 
cal Society), Vol. 1, No. 1, 1952. (Edin- 
burgh: Oliver and Boyd, Ltd.) Pp. 80--iv. 
25 s. (U.S.A. $4.00) per annum. 


Applied Statistics is a new undertaking of 
the Royal Statistical Society. It is designed 
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to fill what the Society feels is an acute need 
for a journal devoted to reporting practical 
applications of newly developed statistical 
methods. It makes its special appeal to prac- 
ticing statisticians without a broad mathe- 
matical background. A good case can be 
made for its publication. Heretofore, devel- 
opments in statistical theory have been an- 
nounced in some forty-odd technical jour- 
nals, generally with heavy mathematical 
overtones. Applications of established meth- 
ods have, likewise, been recounted in in- 
numerable other publications covering 
everything from aviation to zoology. The 
goal defined for Applied Statistics is ‘to 
meet the needs of all workers . . . in indus- 
try, commerce, science, and other branches 
of daily work who must handle and under- 
stand statistics as part of their tasks.” ‘The 
selection of L. H. C. Tippett as editor is 
most fortunate. Tippett is widely known to 
theoreticians for investigations into the dis- 
tribution theory of extreme values, and for 
his tables of random numbers. Equally im- 
portant is his long experience in applying 
statistical methods to industrial problems 
as statistician with the British Cotton In- 
dustries Research Association. 

The first issue was published on April 
25, 1952. The lead article is a discussion of 
the statistical approach to the investigation 
and control of factory processes. While es- 
sentially a case history of the evolution of 
contro! chart techniques, it illustrates spe- 
cific application of the scientific method. 
The occasion arose when a British company 
was confronted with excessive scrap losses 
in the manufacture of light bulbs and also 
wide variability in lamp efficiency. The 
problem was to reduce both. The solution 
emerged in carefully thought-out stages. 
First came specification of physical para- 
meters to be measured. Next, study was 
made of proper methods for collecting, eval- 
uating and interpreting relevant data. Ullti- 
mately with installation of new machinery, 
introduction of improved processes and de- 
velopment of control charts, a state of statis- 
tical control was achieved. In introducing 
new techniques, the keynotes were simplic- 
ity in statistical method, clarity in present- 


ing data and practicality in results. Finally 
cooperation of all personnel concerned was 
assured by their continuous indoctrination 
in the rationale of the procedures adopted. 
Here then was a model piece of statistical 
work, applicable in its essentials to all fact- 
gathering operations. 

Six other articles of varying degrees of in- 
terest constitute the rest of the issue. One re- 
ports on statistical aspects of the 1951 Inter- 
national Management Congress. Another 
outlines applications of multiple regression 
techniques in estimating the social class of 
British communities. A companion piece 
discusses a device for stratifying sampling 
areas. Statistical methods applied to the 
specification of plastics are covered. Consid- 
erations in using factor analysis are out- 
lined. The final article deals with systematic 
sampling of materials taken from conveyor 
belts and the use of analysis of variance and 
a new technique derived from time series 
to determine accuracy of results. The Jour- 
nal concludes with a book review, answers 
to statistical questions and some notes and 
comments. 

The value of “Applied Statistics” to mar- 
keting specialists is hard to gauge from a 
single issue. Certainly in this issue there is 
much to applaud. To begin with, each arti- 
cle is pointed, thought-provoking and sin- 
gularly free from technical jargon. At the 
same time the variety of techniques touched 
on should stimulate the thinking of business 
statisticians. To illustrate, mention is made 
of the analysis of variance, auto-correlation 
functions, control chart analysis, factor 
analysis and frequency distributions, all in 
practical connections. Yet mathematical de- 
mands on the reader are kept to a minimum. 
In short, success has been achieved in focus- 
sing on statistical method at work—not on 
academic questions, but on problems of the 
type encountered by practicing statisticians. 
As such incidentally the journal should be- 
come a valuable reference for statisticians in 
discussions with administrative and execu- 
tive officers not technically trained. 

The major criticism of the journal from 
the standpoint of its interest to members of 
the marketing profession is the heavy em- 
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phasis on topics of primary concern to qual- 
ity control engineers. Question also arises as 
to the applicability in this country of tech- 
niques used in classifying British communi- 
ties. Finally, it is felt that the value of each 
article to the non-specialist would be en- 
hanced by the addition of a short list of 
standard reference works to the bibliog- 
raphy. 

To sum up, it would be fair to say that the 
new journal has made a good start toward 
filling a critical gap in statistical literature. 
It may some day achieve the status of a hand- 
book to the practicing statistician. 

WILLIAM W. WRIGHT 
F. W. Dodge Corporation 


CONSUMER PROBLEMS, by Arch W. Troel- 
strup. (New York: McGraw-Hill Book 
Co., 1952. Pp. 458. $4.75.) 

In point of view of scope and readability 
this is truly an amazing book. Its 18 chap- 
ters run the gamut of consumer problems, 
from “Money and Marital Happiness” to 
“Investments, Estate Planning, and Wills.” 
Individual topics covered concern such di- 
verse yet related problems as When is a Sale 
Final? . . . Selecting a Laundry and Dry 
Cleaner ... The High Cost of Divorce 
. . . It Pays To Be Liked by the Salesperson 
. . » How To Do Business with a Broker 
.. . The Basing Point Controversy. The 
common thread of all these topics is the pre- 
sentation of information which will give 
“direction for a philosophy of life that is 
consistent with the ultimate goal of family 
happiness in our complex society. . . .” 

The author, who is Chairman of the De- 
partment of Consumer Education at Ste- 
phens College, brings a quarter of a century 
of teaching and research experience in con- 
sumer affairs to the writing of this text. The 
book is aimed primarily for college students, 
particularly non-business majors, and is 
something akin to a cross between a con- 
sumer economics text and one on personal 
finance. The style is light, yet there is meat 
in the discussion of most topics. As would 
be expected in a book of such scope and 


style, there are some errors of fact and some 
misinterpretations present. 

Nevertheless, these are relatively few in 
number and do not detract from the gen- 
eral effectiveness of the text. For the most 
part, the author steers a remarkably impar- 


_ tial course in his treatment of numerous sub- 


jects that, in the hands of a less objectively 
minded writer, might well have been given 
a biased slant. Exception can be taken, how- 
ever, to Professor Troelstrup’s enthusiasm 
for the establishment of a federal Depart- 
ment for Consumers and for his ardent and 
lengthy espousal of the National Associa- 
tion of Consumers. 

The book should find application in 
courses in Consumer Economics and in 
Home Economics. Although the book is not 
designed for use in schools of business, mar- 
keting teachers will likely find within its 
pages answers to many everyday questions 
that are raised by students of all kinds in 
connection with the general subject of mar- 
keting and the consumer. The review ques- 
tions at the end of each chapter, together 
with the “activity” problems and the sug- 
gested readings, should be helpful to a full 
utilization of the material covered. 

In retrospect, this reviewer feels that a 
thorough reading of Consumer Problems can 
benefit anyone who wishes to orient himself 
in the manifold aspects of the various dis- 
ciplines which are embraced in modern liv- 
ing as a consumer-citizen. This statement 
is made with full recognition that much that 
is contained in the book is elementary and 
perhaps too popularized in treatment to 
suit the tastes of readers of this JOURNAL. 


Rosert B. MINER 
Ohio State University 


EcoNoMIcs OF TRANSPORTATION, by Russel 
E. Westmeyer. (New York: Prentice-Hall, 
Inc., 1952. Pp. 740. $6.00.) 

This is a broad treatise covering all phases 
of transportation: railroad, highway, domes- 
tic water, air and pipeline. Railroad trans- 
portation receives over 350 pages of discus- 
sion and the other types of transportation 
about 75 pages each. The book is objective, 


ay 
4 
3 
Ay 
4, 
| 
i 
4 


470 


THE JOURNAL OF MARKETING 


rides no particular hobby horse, presents 
both points of view toward controversial 
subjects and, in the last fifty pages, construc- 
tively sets forth the “National Transporta- 
tion Problems and Policies.” 

Marketing people are interested in trans- 
portation because of the importance of serv- 
ice. Products must be made available at 
the time and place of demand. In part, it 
is transportation facilities that determine 
whether the manufacturer will utilize the 
most direct methods of distribution, or use 
the wholesale merchant with his warehous- 
ing and storage facilities, or establish branch 
offices with stocks. The public must be 
served adequately! 

Although the book discusses no marketing 
problems, it does cover the great, enduring 
problems of rates, Federal regulation, fi- 
nance, labor, organization and reorganiza- 
tion, competition and trends. Especially im- 
portant is the discussion of trends. The com- 
ment is that each mode of transportation 
has built a special service and that all are 
bound to continue in competition. 

Railroads have ceased to expand in mile- 
age of track but they are considered to be of 
indispensable military need; subsidies to 
newer forms of transportation may not be 
necessary much longer and more attention 
must be given to the taxation problems. The 
“need for a national transportation policy” 
is stressed which will provide both for pub- 
lic support to, and a better competitive re- 
lationship between, the several modes of 
transportation. The question is raised about 
the advisability of increasing the powers of 
the Interstate Commerce Commission or “to 
create an entirely new regulatory body.” (p. 
273). 

The text is well documented with foot- 
notes referring to source material and “Sug- 
gested Readings” at the end of each chap- 
ter. The range of scholarship is great, but 
the thoroughness of treatment of each topic 
is a bit sketchy to some who are, like the 
reviewers, more or less widely experienced in 
shipping and managerial problems of op- 
erating transportation systems. But no such 
criticism can be made of the book as a text- 
book for students wishing to become ac- 


quainted with the problems of transporta- 
tion. 

This last comment may have some merit. 
Why should the book have been called the 
“Economics of Transportation,” rather than 
something like “Transportation in the 
U.S.A., Problems and Policies?” The au- 
thors fail utterly to make out a case for 
economics of comparable value to their 
statement of problems and policies. 


GLENN N. MERRY 
New York University 

HAROLD P. MERRY 
Southern California Freight Lines 
and Southern California Freight 
Forwarders 


Economic by Yuan-Li Wu. (New 
York: Prentice-Hall, Inc., 1952. Pp. 403. 
$4.50.) 

The ordinary citizen understands a shoot- 
ing war. The cold war which has been waged 
since 1945 and especially since the Korean 
outbreak is not so easily comprehended. 

Economic warfare though practiced since 
civilization began by blockades, bribery, 
sabotage and other time known and obvious 
devices has become as complex as the mili- 
tary instruments of destruction and proba- 
bly far more significant. 

This book is indeed a timely book for it 
now appears clear that the ideological war 
that is being waged between our free world 
and the soviet block is destined to be of 
long duration. 

The impact of an economic war will force 
private enterprise here and in all the free 
world to follow every twist and term of eco- 
nomic warfare; and unless private enter- 
prise does so, it will be unable to anticipate 
the changes on the domestic and foreign 
fronts as to trade, credit and methods of pay- 
ment, materials, investment activities, gov- 
ernment regulations, and other important 
business considerations. 

This study encompasses three objectives: 
(1) explains economic warfare, (2) describes 
its applications and uses in World War II, 
and its growth in U.S. policy making (an ex- 
tensive chart shows how one government 
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agency after another in this country came 
into being and how existing agencies ex- 
panded their efforts) and, (3) analyzes the 
short and long run effect of economic war- 
fare on the national and international 
fronts. The reader is impressed particularly 
by the fact that while a cease-fire command 
ends a shooting war, an immediate cessation 
of an economic war is well nigh impossible. 

The author of this book is not content 
with description but includes numerous case 
studies, a large body of statistical data per- 
taining to raw materials, production facili- 
ties, transportation difficulties, and mone- 
tary practices which naturally form the basis 
for policy making decisions. 

The reviewer has selected the following 
six points, which the author has developed 
in considerable detail: 


(1) America’s growing dependence upon 
the rest of the world for basic raw ma- 
terials. The author has presented in- 
teresting tables showing our expendi- 
tures for military and non-military items 
beyond our own frontiers. 

(2) The U. S. Government’s stock-piling 
policy during World War II and the 
Korean War and its effect not only on 
the economies of other nations but its 
effect on private industry in our coun- 
try. 

(3) The necessity of re-examining our poli- 
cies regarding importations and our tar- 
iff wall which may drive friendly na- 
tions into the camp of our enemies. 

(4) The significant philosophical trend of 
our allies in the free world from the con- 
cept of private enterprise toward na- 
tional ownership of the welfare state. 

(5) In the relative power positions, between 
the soviet bloc and the free world, the 
balance of immediate economic strength 
in the sense of the availability of cer- 
tain essential materials appears to be 
held by the rest of the world. They must 
become allied with the free world for 
our safety. 

(6) A projection of our position in the fu- 
ture alignment of nations. In this the 
author has set forth nine hypothetical 


alignments of the nations of the world 
into the two conflicting camps of the 
free world and the soviet bloc. The obvi- 
ous inference is that we must not be lag- 
gard in our efforts to make friends for 
we know the balance of power now rests 
in the hands of the uncommitted na- 
tions. 


The last chapter presents the author’s re- 
flections on American foreign policy. The 
following statements summarize Mr. Yuan- 
Li Wu’s philosophy: 


There is no reason why the foundation 
for a true international order should not 
be laid at a time of common peril. There 
may, in fact, be no better time for such a 
departure from irresponsible nationalism. 
The current state of a high level employ- 
ment and general demand provides the 
best time for what ever adjustments Amer- 
ican industries might be called upon to 
make if the tariff wall and barriers to fac- 
tor movements were removed. It may even 
be argued that the unilateral adoption of 
such a free trade policy by the United 
States, together with the assurance of con- 
ditional American aid, would help to al- 
lay the fears of most non-soviet countries 
and would hasten the formation of an in- 
tegrated economy consisting of the entire 
non-soviet world. 

Time may actually run out unless 
the economic warfare approach outlined 
above is pursued with more decisiveness 
and a greater sense of urgency. 


Marketing men, especially those inter- 
ested in foreign trade, will find this book 
stimulating and worthwhile. 


THEODORE H. SMITH 
Montana State University 


BRIEFLY NOTED 
By CuHARLEs J. DIRKSEN 


BIOGRAPHY OF AN IpEA, by John Bainbridge. 
(Garden City: The Country Life Press, 
1952. Pp. 381. $4.00.) 

This volume is presented in commemora- 
tion of the gooth Anniversary of the success- 
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ful establishment in America of the insti- 
tution of insurance—by Benjamin Franklin 
and his associates in the Philadelphia vol- 
unteer fire-fighting brigades—as a record of 
some insurance contributions to the nation’s 
present economic development. 

The book is not limited to mutual fire 
insurance. It traces the growth of mutual 
casualty insurance as well, relating the back- 
ground and rise of workman’s compensa- 
tion, automobile and numerous forms of in- 
surance that have developed out of the 
mutual idea. 

It recounts the colorful stories of hun- 
dreds of mutual companies active in every 
aspect of American life. 


OPERATING RESULTS OF LIMITED PRICE VA- 
RIETY CHAINS IN 1951, by E. R. Barlow. 
(Boston: Graduate School of Business Ad- 
ministration, Harvard University, 1951. 
Pp. 33. $2.00.) 

This is the twenty-first consecutive report 
by the Harvard Bureau of Business Research 
on the sales, margins, expenses, and profits 
of limited price variety store chains. 

Some of the highlights revealed from an 
analysis of the tables and charts are: 

1. All firms reporting to the Bureau in- 
creased their sales over the prior year. 

2. The increase in sales was a result of 
the highest average sales per store of any 
year rather than an increase in the number 
of outlets per chain. 

3. Expenses at 30.7 per cent were higher 
as a percentage of sales than in any year 
since before the war, and also reached an all- 
time peak in dollars. 

4. Net profit at 6.6 per cent dropped to 
the lowest point in the war and postwar pe- 
riods except for 1949, both in dollars and 
as a percentage of sales. 

5. Stock-turn at about the same rate in 
1951 as in 1950 for all firms for which data 
were available. Inventories were high but 
were down somewhat by the end of the year. 

6. Regional chains, probably as a result of 
the greater expansion of number of outlets 
and the ability to hold down expenses, fared 
better than the national chains. 


THE Business VENTURE IN MExico, by Rob- 
ert K. Evans and William H. Huber. (Al- 
buquerque: Bureau of Business Research, 
University of New Mexico, 1952. Pp. 175. 
$2.00.) 


This book has been written primarily as 
a handbook for the small businessman, and 
especially for the individual who is con- 
sidering launching his own business enter- 
prise in New Mexico. 

It takes the prospective businessman 
through the basic steps of finding and in- 
vestigating business opportunities, selecting 
a form of organization, and establishing his 
business under New Mexico law. The com- 
plexity of taxation and regulation assumes 
almost overwhelming proportions to the 
small businessman, and this book, written 
by an attorney-at-law and an investment 
consultant, provides a concise reference and 
easy-to-read tables to assist the businessman 
in wading through the red tape of manage- 
ment today. 

New Mexico is, in a sense, a new state with 
many attractions for businessmen from 
other states considering establishing a busi- 
ness or a branch here; this book yill serve as 
a valuable source of information for them. 


A DICTIONARY FOR ACCOUNTANTS, by Eric L. 
Kohler. (New York: Prentice-Hall, Inc., 
1952. Pp. 453. $7-50-) 

This dictionary includes a total of 2275 
terms drawn from accounting and related 
fields. Of these more than 2,000 are fully de- 
fined terms with comprehensive discussions 
of the varying shades of meaning appearing 
in different contexts. 

The author has made an excellent con- 
tribution by reducing ultimate definitions 
to everyday language intelligible to the non- 
specialist. 


FINANCIAL MANAGEMENT FOR THE SMALL 
BUSINESSMAN, by L. A. Tungate. (Boston: 
Chapman and Grimes, 1952. Pp. 132. 
$3.00.) 

This book is written for the small busi- 
nessman. While not an accounting textbook, 
it is based on accounting principles so as to 
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bring out the practical aspects of financial 
management. 

The author discusses the following im- 
portant phases of the businessman’s finan- 
cial problems: Budgets, Cost Control, Inven- 
tory Control, Financial Statements, Ratios, 
and Turnovers. 

If the small businessman will apply the 
knowledge gained by a study of this book, he 
will have a better understanding of the 
many intricate problems of financial man- 
agement. 


TWENTY-FouRTH ANNUAL BosTON CONFER- 
ENCE ON DISTRIBUTION, 1952. (Boston: Re- 
tail —Trade Board, Boston Chamber of 
Commerce. Pp. 104. $3.90.) 

The theme of this year’s Conference was 
Distribution in a Free World. The treatment 
of this theme by the various speakers who 
addressed the Conference pointed out the 
dangers our economy faces and what must 
be done to preserve it. 

The speakers, as a whole, emphasized how 
the free flow of goods and services encour- 
ages entrepreneurs, business initiative and 
investment. Arbitrary restrictions by govern- 
ment on commerce and on marketing means 
an economy that seriously affects the com- 
fort, convenience and happiness of the popu- 
lation. 

Those associated with the Conference are 
to be commended for the excellent and real- 
istic manner in which they handled the prob- 
lems of Distribution in a Free World. 


CONFERENCE ON RESEARCH IN BUSINESS FI- 
NANCE. (New York: National Bureau of 
Economic Research, 1952. Pp. 340. $5.00.) 


This volume is a record of the conference 
proceedings held under the auspices of the 
Universities-National Bureau Committee 
for Economic Research. 

The participants included representatives 
of universities, government agencies, indus- 
trial concerns and financial institutions. 

Research on sources and uses of corporate 
funds is the first topic covered on which 
Loughlin F. McHugh, Charles H. Schmidt, 
and Lawrence Bridge contribute papers. 
These deal, respectively, with a Department 


of Commerce project for developing a re- 
liable historical series on fund sources and 
uses, the inadequacy of data on the rela- 
tionship between business size and financing 
practices, and the problems of financial re- 
search on new and small businesses. 

In part one of the next paper Edgar M. 
Hoover and Burton Klein explore methods 
of projecting business capital requirements, 
and, in part two, Albert R. Koch projects 
the capital needs of manufacturing corpora- 
tions for the next five years. 

A classification of factors influencing 
managerial decisions on corporate financial 
structure is presented in the fifth paper, pre- 
pared jointly by Neil H. Jacoby and J. Fred 
Weston. 

Discussion of debt versus equity in cor- 
porate financing continues in the two con- 
cluding articles. 


Encyctopepic DicTIONARY OF BusINEss, by 
Prentice-Hall Editorial Staff. (New York: 
Prentice Hall, Inc., 1952. Pp. 704. $10.00.) 


Ten years of hard work by Prentice-Hall’s 
Editorial Department and the expenditure 
of $250,000.00 have gone into the prepara- 
tion and editing of “The Encyclopedic Dic- 
tionary of Business.” A complete reference 
work which explains in detail thousands of 
terms used in all phases of business activity, 
the dictionary has been prepared as a basic 
aid for the working executive. 

Ten years ago, Richard P. Ettinger, Presi- 
dent of Prentice-Hall, Inc., became aware of 
the need for a handy and convenient single- 
volume reference source of the terms used in 
everyday business. He asked the Prentice- 
Hall Editorial Staff to prepare such a work. 
Under the direction of Lillian Doris, “The 
Encyclopedic Dictionary of Business” was 
compiled by the Editorial Staff, which col- 
lected the material from thousands of 
sources, cross-checked and edited the many 
references, and worked them into final form. 

This dictionary gives the answers to ques- 
tions which arise many times in all kinds of 
business transactions and operations and in- 
cludes definitions of terms in every adminis- 
trative field. More than three thousand defi- 
nitions and explanations are arranged al- 
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phabetically, and many are accompanied by 
illustrations and examples which help to 
solve practical business problems. The book 
is also designed to assist those not involved 
in business affairs to understand the legal 
terminology which is so often confusing to 
the layman. 


Laws RELATING TO THE INTERSTATE MOVE- 
MENT OF AGRICULTURAL PRODUCTS IN THE 
ELEVEN WESTERN STATES, Report No. 109. 
(Tucson: University of Arizona Agricul- 
tural Experiment Station, 1952. Pp. 105. 
No price given.) 


The report is a compilation of the laws 
relating to the interstate movement of agri- 
cultural products in the eleven western states 
of Arizona, California, Colorado, Idaho, 
Montana, Nevada, New Mexico, Oregon, 
Utah, Washington and Wyoming. 

It is part of an integrated system of mar- 
keting research which utilizes the regional 
approach. 

Though not analytical, the compilation 
will be of use to farmers, marketing agencies, 
transportation organizations, and others 
who are interested in the problems of inter- 
state marketing of farm products. 


Know . . . Section 1, prepared by Com- 
mittee on Industrial Advertising Effec- 
tiveness. (New York: National Industrial 
Advertisers Association, 1952. Pp. 42. 
$5.00.) 


This is the first section of what will even- 


tually be a five-section handbook. This first 
section is devoted to the evaluation of the 
effectiveness of Industrial Advertising. It 
deals with the appraisal of ad readership as 
a means of measuring effectiveness. 

The five parts making up this section deal 
with pre-testing, aided and unaided recall, 
coupons, reply cards and letters, split-runs, 
and recognition studies. All chapters have 
been written by industrial advertising men 
in cooperation with the Advertising Effec- 
tiveness Committee of the National Indus- 
trial Advertising Association. 


Costa Rica: A Stupy IN Economic DEVEL- 
OPMENT. (New York: The Twentieth Cen- 
tury Fund, 1952. Pp. 374. $3.00.) 

Costa Rica is one of the smallest of Latin 
American republics, about the size of Ver- 
mont and New Hampshire combined. Demo- 
cratic in government, with a literate and 
progressive people, it faces serious economic 
problems. 

This book reports the findings of a survey 
team commissioned to look into develop- 
ments in the various segments of the Costa 
Rican economy and recommend specific 
measures for improvement that might be 
undertaken, especialy with technical and 
financial assistance from foreign and inter- 
national agencies. It presents a factual pic- 
ture useful not only to persons concerned 
with Costa Rican and Central American af- 
fairs, but with the whole problem of aid to 
underdeveloped areas. 
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THE CHICAGO CONFERENCE 
December 27, 28, 29, 1952 


Five hundred thirty enthusiastic market- 
eers swarmed into the Palmer House in 
Chicago to attend the 31st semi-annual con- 
ference of the AMA. The meeting was held 
jointly with the Allied Social Science Group. 
Meetings of the 24 social science organiza- 
tions were being held concurrently at the 
Palmer House and the Conrad Hilton. 

The American Marketing Association 
celebrated its 15th anniversary at this meet- 
ing. It was fortunate in having ten of its 
fifteen past presidents present to receive the 
huge birthday cake at the banquet on Sun- 
day, December 28th. 

Another feature of the banquet was the 
presentation of certificates to the winners of 
the 1951 awards program. Two entries were 
selected as the most outstanding of a field 
of fifty. They were Joel Dean’s “Managerial 
Economics,” and ““The Nature of Competi- 
tion in Gasoline Distribution at the Retail 
Level,” prepared jointly by Professors Ralph 
Cassady, Jr. and Wylie L. Jones. Dr. Dean, 
who is professor of Business Economics at 
Columbia University, and head of the firm, 
Joel Dean and Associates, was present to re- 
ceive his certificate in person. Dr. Jones, a 
professor at the University of California in 
Santa Barbara, accepted the certificates for 
himself and Dr. Cassady, Jr., who is pro- 
fessor at the University of California in Los 
Angeles. Dr. Cassady was unable to be pres- 
ent at the meeting. 

The program of the Conference, so ably 
put together by the Chicago Committee, was, 
in the opinion of many who attended, one 
of the best the Association has ever pre- 
sented. Its theme was “What’s New? ... 
in Marketing Concepts . . . in Marketing 
Strategy . . . in Marketing Research Tech- 


niques.” The speakers brought just that to 
the enthusiastic audience. 

Credit is due Harper Boyd, Jr., General 
Conference Chairman, Peter G. Peterson, 
Program Chairman, and Robert J. Lavidge 
in charge of arrangements, for leading a top- 
notch team behind the scenes. 

The full program appears below. Sorry, 
no proceedings are to be published. 


CONFERENCE PROGRAM 
Saturday, December 27, 1952 


8:30 a.m. Registration—Foyer, Fourth Floor 


11:00 a.m. Student Registration and Rally— 
Room 17 


12:00-2:00 p.m. Opening Luncheon—Red 
Lacquer Room 
“Advertising in Transition” 
Fairfax Cone, President, Foote, Cone & Belding 


2:00 p.m. Teaching of Marketing Research 
Sub-Committee—Room 796 
Chairman: David J. Luck, 
Michigan State College 
“Brass Tacks Session: What Are We Trying to 
Do?” 
Panel: Roy Ashmen, Young & Rubicam, Inc. 
Lyndon O. Brown, Dancer-Fitzgerald- 
Sample, Inc. 
Kenneth A. Grubb, University of Mary- 
land 
Donald F. Mulvihill, University of Ala- 
bama 


2:30-4:30 p.m. “Some New Concepts” 
Chairman: D. Maynard Phelps, 
Professor of Marketing, 
University of Michigan 
1. “Do We Have Too Much Group-Think in 
Marketing?” 
Paul Lazarsfeld, Professor of Sociology, Columbia 
University 
2. “A New Look at Marketing Integration” 
Corwin D. Edwards, Chief Economist, Federal 
Trade Commission 
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3:30 p.m. Teaching of Salesmanship Sub- 
Committee—Room 796 
Chairman: Ralph B. Thompson, 
Associate Professor of Marketing, 
University of Texas 
“New Thoughts for Teachers of Salesmanship” 
New Thoughts on Teaching Aids 
Films—Frank H. Beach, Professor of Marketing, 
University of Illinois 
Student Presentations—Allan M. Cain, Agency 
Vice President, Austin Life Insurance Com- 
pany. 
New Thoughts on the Sales Curriculum 
From the University Viewpoint—W. R. Bennett, 
School of Commerce and Business Adminis- 
tration, University of Alabama 
From the Industry Viewpoint—Richard S. Steffa, 
Educational Director, The Dartnell Corp. 


Sunday, December 28, 1952 
CONCURRENT MORNING SESSIONS 


9:30-12:00 a.m. Concurrent Session No. 1 


Grand Ballroom 
“What’s New in Techniques for Understanding 
Buying and Selling Behavior?” 
Chairman: J. Stevens Stock, 
Director of Research and Media, 
McCann-Erickson, Inc. 
1. “What About Group Dynamics and other So- 
cial Research Methods?” 

Harold J. Leavitt, Vice President, Nejelski & 
Company, Inc. 

2. “The Theory of Games—Can it be Used in 
Marketing?” 

John McDonald, Board of Editors, Fortune 
Magazine, author of Strategy in Poker, War, 
and Business 

3. “Applying Projective Techniques to Marketing 
Problems” 
James Vicary, Psychologist 


9:30-12:00 a.m. Concurrent Session No. 2 
—Room 17 
“What’s New in Industrial Marketing Tech- 
niques?” 
Chairman: A. T. Bush, 
Acme Steel Company 
1. ““What’s New in Forecasting?” 
Arthur G. Auble, Associate Professor Busi- 
ness Statistics, Northwestern University 
2. “Industrial Salesmen—Key to Effective Re- 
search?” 
John S. Hawley, Marketing Manager, Shake- 
proof, Inc. - 
3. “An Industrial ‘Alice’ in the ‘Do-It-Yourself’ 
Wonderland” 
William H. Ferry, Merchandising Manager, 
Skil Corp. 


9:30 a.m. Teaching of General Marketing 
Sub-Committee—Room 796 
Chairman: Richard M. Clewett, 
Associate Professor of Marketing, 
Northwestern University 
“New Viewpoints in Marketing” 

E. D. McGarry, Head of Department and Pro- 
fessor of Marketing, University of Buffalo 
“Spending the Promotional Dollar—A Provocative 
New Theory with Practical Implications” 
Leo V. Aspinwall, Associate Professor of Mar- 

keting, University of Colorado 


:30 p.m. Teaching of Advertising Sub- 
Committee—Room 796 
Chairman: Vance Chamberlin, 
Chairman, Marketing Department, 
Fenn College 


“What's New ...in the Teaching of Adver- 
tising” 
Panel: Kenneth Dameron, The Ohio State Uni- 
versity 


Charles G. Ellington, Harvard University 

Vernon R. Fryburger, University of IIli- 
nois 

Karl H. Krauskopf, The Ohio State Uni- 
versity 

James D. Scott, University of Michigan 

Vance Chamberlin, Fenn College 

Kenneth A. Grubb, University of Mary- 
land 


2:00-3:20 p.m. “Marketing and the Pricing 
Dilemma’’—Grand Ballroom 
Chairman: Ira D. Anderson, 
Chairman of Department and 
Professor of Marketing, 
Northwestern University 
1. “The Company and the Law” 
Thomas Sunderland, General Counsel, Stand- 
ard Oil Co. of Indiana 
2. “Public Policy and the Law” 
Morris Adelman, Associate Professor, Massa- 
chusetts Institute of Technology 


3:30-5:00 p.m. “Mediamatics—A New Ap- 
proach for the Measurement and Eval- 
uation of Media Audiences”—Grand 
Ballroom 
Chairman: Hans Zeisel, 
Director of Research, 
Tea Bureau, Inc. 
1. “Mediamatics—What It Is” 
Ira N. Bix, Director of Advertising Research, 
Farm Journal, Inc. 
2. “Mediamatics—An Evaluation” 
George H. Brown, Professor of Marketing, 
University of Chicago 
Stanley Canter, Associate Director of Re- 
search, McCann-Erickson, Inc. 
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3:30 p.m. Teaching of Sales Management 
Sub-Committee—Room 796 
Chairman: Kenneth D. Hutchinson, 
Head, Department of Marketing 
and Professor of Marketing, 
Boston University 
“Personnel Relations in Sales Organizations” 
“Salesmen’s Retirement Plans” 
Phillip McVey, Case Institute of Technology 
“Special Incentives for Salesmen” 
Albert Haring, Professor of Marketing, Indiana 
University 
5:30-6:45 p.m. Cocktails (Dutch Treat)— 
Room 14, Club Floor 


7:00 p.m. Banquet—Grand Ballroom 
“What’s New on Marketing Prospects at Home 
and Abroad?” 
Charles H. Sawyer, Secretary of Commerce 


Monday, December 29, 1952 


g:00 a.m. Teaching of Retailing Sub-Com- 
mittee—Room 796 
Chairman: Donald K. Beckley, 
Director, Simmons College 
Prince School of Retailing 
“Evaluating the Merchandising Effectiveness of 
a Store” 
Arthur W. Einstein, Head, Marketing Divi- 
sion, Pennsylvania State College 
“Making Use of Retail Trade Association Re- 
search in Teaching Retailing” 
Harry A. Lipson, Assistant Professor of Mar- 
keting, University of Alabama 
Panel Discussion: “Conducting Short Courses in 
Retailing” 
Chairman: Wenzil K. Dolva, 
Chairman, Department of Retailing, 
Washington University 
Panel Members: 
Delbert J. Duncan, Professor of Retailing, Uni- 
versity of California, Berkeley, Cal. 
Ira D. Anderson, Chairman, Marketing Dept., 
Northwestern University 
Donald K. Beckley, Director, Simmons College 
Prince School of Retailing 


g:00-11:30 a.m. “Marketing Strategy”—Red 
Lacquer Room 
Chairman: Steuart H. Britt, 
Director of Research, 
Needham, Louis & Brorby, Inc. 
1. “Where Should Research Really Fit Into Mar- 
keting Strategy?” 
Harry V. Roberts, Assistant Professor of Mar- 
keting, University of Chicago 
2. “Putting Prejudices and Stereotypes to Work 
into Your Advertising Strategy” 
Burleigh Gardner, Executive Director, Social 
Research, Inc. 
3. “Marketing New Products—Strategy and Tac- 
tics” 


Cliff Samuelson, Advertising Manager, Grocery 
Products, General Mills, Inc. 


10:45 a.m. Visual Aids for Teaching Sub- 
Committee 
Chairman: Hugh G. Wales, 
Associate Professor of Marketing, 
University of Illinois 
“Marketing Visual Aids that Are Useful for Edu- 
cational Purposes” 
O. H. Coelln, Editor and Publisher, Business 
Screen 


11:45-1:45 p.m. Luncheon—Red Lacquer 
Room 
“Marketing Research Today—Milestone or Mill- 
stone?” 
John E. Jeuck, Dean, School of Business, Uni- 
versity of Chicago 
2:00-3:30 p.m. “Researching the Salesman 
to Increase His Productivity”—Foyer, 
Grand Ballroom 
Chairman: James F. Hawkinson, 
Professor of Marketing, 
Northwestern University 
Panel: Gene L. Powers, Director of Sales Train- 
ing and Sales Personnel, Swift & Com- 
pany 
John C. Harkness, Partner, A. T. Kearney 
& Company 
Fred C. Akers, Assistant to Vice President, 
Industrial Sales, Crane Company 


3:45 p.m. Business Meeting—American Mar- 
keting Association—Foyer, Grand Ball- 
room—All members invited. 


EXHIBITORS 
George S. May Co. 
Richard D. Irwin, Inc. 
National Calculating Service, Inc. 
Curtis Publishing Company 
The Dartnell Corporation 
Powers-Samas Accounting Machines Sales, Ltd. 
Visual Economics Laboratory of Columbia Univer- 

sity 

Donohue Directories 
The Lincoln Library Encyclopedia 
F. B. Todd Company 
X-Ray Visual Sales Method, Inc. 
Chicago Reference Book Co. 
John Wiley & Sons 
U. S. Bureau of Labor Statistics 
U. S. Dept. of Agriculture 
U. S. Dept. of Commerce 
U. S. Bureau of the Census 
Remington Rand, Inc. 
Prentice-Hall, Inc. 
Research Company of America 
A. C. Nielsen Company 
Advertising Checking Bureau, Inc. 
Standard Rate and Data Service, Inc. 
McGraw Hill Publishing Co., Inc. 
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New Members 


The Association welcomes the following 
new members who were accepted during the 
period from October 15, 1952 through Jan- 


uary 15, 1953: 


Adams, Robert L. 
Bendix Aviation Corporation, Detroit 2, Michigan 
Ames, Robert Paul 
W. D. Lyon Company, Cedar Rapids, Iowa 
Arbuckle, Robert S. 
2211 Broadway North, Seattle 2, Washington 
Atkinson, Donald J. 
Wildroot Company, Inc., Buffalo 11, New York 
Axelson, Iver 
614 Aledo Avenue, Coral Gables 34, Florida 
Bailey, Brewster B. 
Moore Business Forms, Inc., Boston 16, Mass. 
Baranoff, Seymour 
1840 Grant Avenue, East Meadow, L. I., New York 
Bareis, Mildred 
Crown Zellerbach Corporation, San Francisco 19, 
California 
Beik, Leland L. 
College of Bus. Adm., Univ. of Arkansas, Fayette- 
ville, Arkansas ; 
Bennett, John R. 
853 East 18th Street, Brooklyn 30, New York 
Berliner, Robert A. 
1007 N. Roxbury Drive, Beverly Hills, California 
Berner, Frederic G. 
Market Research Corporation, New York 17, New 
York 
Bernstein, 2nd Lt. Bernard E. 
12th OSI District (16), Chanute AFB, Illinois 
Beuttenmuller, Doris Rose H. 
Assoc. Retailers & Civic Assoc., Granite City, Illi- 
nois 
Birmingham, Madeline A. 
Dewey & Almy Chemical Company, Cambridge 40, 
Mass. 
Black, Tim L. 
541 E. 8th Street, Perrysburg, Ohio 
Blenk, Walter 
Dun & Bradstreet, Inc., New York, New York 
Bloor, W. F. 
Goodyear Tire & Rubber Co., Inc., Akron, Ohio 
Blumberg, David L. 
1617 Montague Street, Rockford, Illinois 
Bogart, Leo 
McCann-Erickson, Inc., New York 20, N. Y. 
Bonnitt, Thomas L. 
70-18-136th Street, Flushing 67, New York 
Brainard, Calvin H. 
Stevens Institute of Technology, Hoboken, New 
Jersey 
Brand, Edward A. 
536 Albert Avenue, East Lansing, Michigan 
Brandel, Harold E. 
Wolverine Tube Div., Detroit 26, Michigan 


Brennan, Bernard G. 
Clary Multipler Corporation, San Gabriel, Cali- 
fornia 
Brookby, Raymond F. 
Acme Coal & Fuel Company, Champaign, Illinois 
Brunner, Barbara Schachner 
1749 Grand Concourse, Apt. 4L, New York 53, New 
York 
Buchin, Stanley I. 
150 Tryon Avenue, Englewood, New Jersey 
Budd, R. M. 
Campbell Soup Company, Camden 1, New Jersey 
Burnett, Bruce B. 
280 Van Enburgh Avenue, Ridgewood, New Jer- 


sey 
Byleveld, Herbert C. 
Canadian Industries, Ltd., Nylon Div., Montreal, 
Canada 
Cain, Allen M. 
609 Bellevue Place, Austin, Texas 
Canfield, Norwood N. 
Smith Welding Equip. Corporation, Minneapolis 
14, Minn. 
Caplow, Theodore 
Ford Hall, Univ. of Minn., Minneapolis 14, Minn. 
Carda, Robert E. 
Dennison & Sons, Miami 42, Florida 
Carlson, Lee D. 
2726 Central Park Avenue, Evanston, Illinois 
Cerny, George B. 
Midland Co-op Wholesale, Minneapolis 13, Minn. 
Chalfant, James G. 
Olin Indus, Inc., c/o Winchester Rep. Arms Co., 
New Haven, Connecticut 
Chapman, Charles A. 
2114 Arlene Street, Ann Arbor, Michigan 
Chevrier, Micheline (Miss) 
Steinberg’s Groceterias Ltd., Montreal, Canada 
Childress, Russell L. 
U. S. Dept. of Agriculture, PMA, MFRB, Wash- 
ington, D. C. 
Clifford, J. F. 
National Transitads, Inc., Chicago 11, Illinois 
Clowe, Charles E. 
Douglas Laboratories Corp., Miami, Florida 
Coady, Edward Douglass 
9544 S. Damen Avenue, Chicago 43, Illinois 
Cochran, Dan S. 
Baeker Greeting Card Co., Cincinnati, Ohio 
Coffin, J. W. 
Texas Foundries, Inc., Lufkin, Texas 
Coldridge, A. Stanley 
Christie Brown & Company, Ltd., Toronto, Ont., 
Canada 
Collins, Frank F. 
E. B. Malone Company, Miami, Florida 
Coolidge, David A. 
R. L. Polk & Company, Detroit 31, Michigan 
Coontz, Harvey E. 
67-14-108th Street, Apt. 2C, Forest Hills, New York 
Conlin, Richard F. 
51 Midland, Highland Park 3, Michigan 


478 
| 
> 


A.M.A. NOTES 


479 


Cooper, Bernard 
Market Research Consultant, Baltimore 15, Mary- 
land 
Cowart, James W. 
Oakland 12, California 
Coyle, M. Patrick 
3360 So. Bradway Blvd., Birmingham, Michigan 
Chrichton, Charles F. 
Kay Associates, Inc., Washington 1, D. C. 
Crosta, Richard 
Provost Marshal General’s, Camp Gordon, Georgia 
Cutler, Robert F. 
295 St. John’s Place, Brooklyn 17, New York 
Dake, Kenneth V. 
Internat’] Minerals & Chem. Corp., Skokie, Illinois 
Dallas, Sherman F. 
Georgia Inst. of Technology, Atlanta, Georgia 
Daniels, Robert E. 
74 Beals Street, Brookline 46, Mass. 
Darby, Robert L. 
213 Ashbury, San Francisco, California 
Darnovsky, Morris 
The Brush Development Company, Cleveland 14, 
Ohio 
Dau, Ray S. 
Bauer & Black, Chicago 6, Illinois 
David, M. K. 
The Kroger Company, Cincinnati 9, Ohio 
Decker, William H. III 
Batten, Barton, Durstine & Osborn, Inc., Buffalo 3, 
New York 
Delano, Lester A. 
Gould, Gleiss & Benn, Inc., Chicago 10, Illinois 
Devine, Joseph E. 
40 Victory Road, Dorchester 22, Mass. 
Dewalt, Warren R. 
425 Freeland Street, Pittsburgh 10, Pa. 
Doczy, Joseph S. 
U. S. Steel Company, Pittsburgh go, Pa. 
Dowling, Richard M. 
R. T. French Company, Rochester 9, New York 
Drabkin, Robert J. 
1243 Club View Drive, Los Angeles 24, California 
Duff, James R. 
J. B. Fraser & Associates, Toronto, Ont., Canada 
Dutka, Solomon 
The Medimetric Institute, New York 36, N. Y. 
Eadeh, Edward R. 
Du Mont Television Network, New York, N. Y. 
Edscorn, B. E. 
International Shoe Company, St. Louis 3, Mo. 
Eisfeld, E. M. 
Advertising Management, Miami 2, Florida 
El-Sherbini, Abdel Aziz 
University of Iowa, Iowa City, Iowa 
Enzler, Hugh 
2547 W. Fargo, Chicago 45, Illinois 
Exo, Gerhard G. 
Gaines Div., General Foods Corp., Kankakee, Illi- 
nois 
Faylor, Roy S. 
Goodyear Tire & Rubber Co., Akron 16, Ohio 


Faulkner, Lt. Fred 
629 N. Berwick Avenue, Indianapolis 22, Indiana 
Feldman, Burton G. 
Gordon Best Company, Inc., Chicago 1, Illinois 
Finnerty, Virginia A. 
2500 Northwest 88th Street, Miami, Florida 
Fitzpatrick, Robert W. 
14383 Corvallis Street, San Leandro, California 
Freeman, Michael S. 
22 Halford Road, West Roxbury 32, Mass. 
French, Norman D. 
Kansas State College, Manhattan, Kansas 
Furst, Harold 
300 Montgomery, San Francisco 20, California 
Galloway, Lawrence W. 
4703 Kernwood Avenue, Baltimore 12, Maryland 
Galton, Mrs. Ruby M. 
3930 N. W. Second Street, Miami 34, Florida 
Gamble, Adrian T. 
Procter & Gamble Co. of Canada, Ltd., Toronto, 
Ont., Canada 
Garff, Dr. Royal L. 
975 Military Drive, Salt Lake City 5, Utah 
Gattoni, Dante A. 
Miami Daily News, Miami, Florida 
Gayner, Ralph R. 
Motorola, Inc., Chicago 51, Illinois 
Gentz, Edward F. 
93-24 Queens Blvd., Forest Hills, New York, New 
York 
Geary, William J. 
National Brewing Company, Baltimore 24, Mary- 
land 
Geoffroy, Charles H. 
Ward Wheelock, Philadelphia 7, Pa. 
Gerlach, Friedhelm 
504 So. Main Street, Bowling Green, Ohio 
Gibson, Floyd 
F. & R. Lazarus, Columbus 15, Ohio 
Gill, H. T. G. 
5039 Victoria Avenue, Montreal, Que., Canada 
Girsch, L. Stephan 
U. S. Bureau of Mines, Pittsburgh, Pa. 
Golden, Tom P. 
Motorola, Inc., Chicago 51, Illinois 
Gonzales, Mae A. 
The Tanis Company, Inc., Philadelphia 2, Pa. 
Gordon, Dennis 
1190 Cadillac Blvd., Akron 20, Ohio 
Gordon, Nicholas 
Keystone Broadcasting System, Inc., New York 19, 
N. Y. 
Greer, James W. 
Gift-Pax of Dallas & Ft. Worth, Ft. Worth 3, Texas 
Gruenberg, Emil L. 
Micromatic Hone Corporation, Detroit 4, Michi- 
gan 
Gunther, Edgar J. 
63-60-102nd Street, Forest Hills 74, N. y. 
Haerr, Alvin R. 
Deer Creek, Illinois 
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Haft, Richard J. 
211 Central Park West, New York 24, N. Y. 
Haley, Russell I. 
Central Market Research Bureau, Cleveland 1, 
Ohio 
Ham, William J. 
633 Vine Street, Philadelphia, Pa. 
Hansen, Ralph F. 
Monsanto Chemical Company, Springfield, Mass. 
Harshaw, E. B. 
Barbara Brent, Inc., Montreal, Que., Canada 
Hasenyager, Keene R. 
Market Research Corporation, New York 17, N. Y. 
Hazen, John C. 
National Retail Dry Goods Assn., Washington 5, 
D. C. 
Heillig, Joseph 
Direct Advertising Company, Montreal 25, Que., 
Canada 
Higgins, I. A. 
Baron Steel Company, Toledo 12, Ohio 
Himmelstein, Jacob B. 
315 Winding Way, Merion, Pa. 
Holley, Donald M. 
Gen’! Chem. Div., Allied Chem. & Dye Corp., New 
York 6, N. Y. 
Horky, C. V. 
The Pure Oil Company, Chicago, Illinois 
Hutchinson, Paul C. 
Baird Associates, Inc., Cambridge 38, Mass. 
Jacobs, Charles E. 
Bowling Green State University, Bowling Green, 
Ohio 
Jancik, Gerald C. 
7022 W. 13th Street, Berwyn, Illinois 
Johnson, Keith R. 
$351 Humboldt Blvd., Milwaukee, Wisconsin 
Johnson, Robert A. 
Route #3, Box 244, Mound, Minnesota 
Johnston, Thomas H. Jr. 
Rogers Corporation, Goodyear, Connecticut 
Kayser, Paul W. 
Esterbrook Pen Company, Camden 1, New Jersey 
Kendall, P. R. 
Motorola Com. & Elect, Inc., Winchester, Mass. 
Kent, George F. 
Armour & Company, Chicago 9, Illinois 
Kimball, Richard H. 
Prudential Ins. Co. of America, Toronto, Ont., 
Canada 
King, Joseph P. 
Grocery Mfrs. of America, Inc., New York 17, 
N. Y. 
King, Robert F. 
395 Charles Street, Boston, Mass. 
Kinsinger, Mrs. Pauline E. 

Sylvania Electric Products, Inc., Buffalo 7, New 
York 
Kittleson, Harlan G. 
4649 Washington Street, Skokie, Illinois 
Kotler, Morton. 
6600 N. Gratz Street, Philadelphia 26, Pa. 


Kupp, Albert A. 
3159 Lanone Drive, Dallas 9, Texas 
Kushmar, Howard Stewart 
J. L. Hudson Company, Detroit, Michigan 
Kuzma, Michael 
108 W. Logan, Philadelphia, Pa. 
Lair, Jesse K. 
Bruce B. Brewer & Company, Minneapolis, Minn. 
Landsberger, Robert H. 
National Family Opinion, Inc., Toledo, Ohio 
Lee, Stewart M. 
Geneva College, Beaver Falls, Pa. 
Le Moal, Edmond J. 
Davis & Geck, Inc., Brooklyn 1, New York 
Lindsey, Miss Nancy 
1056 N. Mason Avenue, Chicago 51, Illinois 
Lipton, Merle C. (Mrs.) 
162 Clifton Place, Syracuse 6, New York 
Lopatnikov, Phillip H. G. 
U. S. Steel, Com. Res. Div., Pittsburgh go, Pa. 
Lovelace, W. F. 
Department of Water & Power, Los Angeles 54, 
California 
McCabe, Robert 
Candle-Lite Chemical Company, Miami 36, Flor- 
ida 
McCann, Wilbur E. 
Los Angeles Chamber of Commerce, Los Angeles 
15, California 
McCarthy, Frank S. 
Williams-Thomas Limited, Montreal 14, Que., 
Canada 
McCarthy, Patricia 
Foote, Cone & Belding, Chicago 11, Illinois 
McCaughna, Robert E. 
Crown Zellerbach Corporation, San Francisco 4, 
California 
McCrudden, Michael J. 
621 Latham Drive, Wynnewood, Pa. 
McCulloh, Harold D. 
Candle-Lite Chemical Company, Miami 36, Flor- 
dia 
McElroy, Lt. Col. Wm. Rice, 335 University Drive, 
Coral Gables 34, Florida 
McLaughlin, Robert L. 
General Electric Company, Syracuse, New York 
McNicol, Donald 
Rogers Majestic Electronics, Ltd., Toronto 17, 
Ont., Canada 
McPartland, Thomas C. 
523 E. Center Street, Manchester, Conn. 
MacNider, Jack 
United States Steel Company, Pittsburgh go, Pa. 
Macnutt, P. Stephen 
McKim Advertising, Ltd., Montreal, Que., Canada 
Magoun, Roger 
Norton Company, Worcester 6, Mass. 
Maloney, Paul William 
The Addison Lewis Company, Minneapolis 4, 
Minn. 
Manfield, Manuel N. 
266 Bedell Terrace, West Hempstead, N. Y. 
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Manhard, Ormond H., Jr. 
Northeastern Distributors, Inc., Boston 15, Mass. 
Mann, William D. 
U. S. Dept. of Commerce, Boston g, Mass. 
Manual, John S. 
Fuller & Smith & Ross, Inc., Cleveland 15, Ohio 
Markert, Anthony 
Will & Baumer Candle Company, Syracuse, New 
York 
Marlow, William H. 
2302 Walter Avenue, Northbrook, Illinois 
Marsiglia, Joseph James 
Equitable Trust Company, Baltimore 2, Maryland 
Martin, Robert A. 
Jos. Schlitz Brewing Company, Milwaukee 1, Wis- 
consin 
Masterson, William V. 
Burgoyne Grocery & Drug Index, Cincinnati 2, 
Ohio 
Matthes, Rudolph 
Owens-Corning Fiberglass, Toledo 1, Ohio 
Mikos, Stella C. 
3526 East 153rd Street, Cleveland 20, Ohio 
Miles, Dr. Virginia 
McCann-Erickson, Inc., New York 20, N. Y. 
Miller, Howard E. 
The National Cash Register Co., Dayton 9, Ohio 
Milne, John N. 
Canadian General Electric Co., Ltd., Toronto 1, 
Ont., Canada 
Miner, George S. 
101 Ingram Avenue, Pittsburgh 5, Pa. 
Mollison, Jean 
Arthur D. Little, Inc., Cambridge 38, Mass. 
Morabito, Shirley D. (Mrs.) 
Chas. Pfizer & Company, Inc., Brooklyn 6, New 
York 
Morgan, Howard E. 
Annex 235, Univ. of Utah, Dept. of Mktg., Salt 
Lake City 1, Utah 
Moseley, Acie C., Jr. 
go Albin Road, Stamford, Connecticut 
Mott, T. A. M. 
Dearborn Stove Company, Dallas, Texas 
Murdock, Warren 
2266-31st Street, Santa Monica, California 
Nash, E. C. 
Agricultural Publishers Assoc., Chicago 1, Illinois 
Neigut, Stanley J. 
128 Laurel Avenue, Binghamton, New York 
Nelson, George S., Jr. 
Marathon Corporation, Menasha, Wisconsin 
Nelson, G. Walter, Jr. 
1610 Summitt Street, McKeesport, Pa. 
Nystrom, Paul E. 
University of Maryland, College Park, Maryland 
Overton, Richard S. 
1270 Kentucky Avenue, Akron, Ohio 
Palmer, Walter J. 
Young & Rubicam, Ltd., Montreal, Que., Canada 
Papalian, George K. 
18 Abingdon Square, New York 14, N. Y. 


Patel, Raman K. 
449 West 56th Street, Apt. 6C, New York 19, N. Y. 
Paulson, Emery A. 
Dun & Bradstreet, Inc., Cincinnati 2, Ohio 
Pearson, Edward W. 
Channing L. Bete Company, Greenfield, Mass. 
Pehowski, Claude F. 
1523-24th Street, Two Rivers, Wisconsin 
Perry, E. B. 
Coro, Incorporated, Providence 2, R. I. 
Perry, Mrs. Eloise 
Greater Miami Manufacturers Assn., Miami 36, 
Florida 
Peterson, Norman M., Jr. 
Coral Gables Chamber of Commerce, Coral 
Gables, Florida 
Peterson, Ruth E. K. (Miss) 
4801 Connecticut Ave., N. W., Washington 8, D. C. 
Petras, George S. 
2108 Key Boulevard, Arlington 1, Virginia 
Pinkerton, Wm. Stewart 
The Dayton Company, Minneapolis 2, Minn. 
Pollack, Arnold 
234 So. 44th Street, Philadelphia, Pa. 
Prestwich, Leonard W. 
Ohio State University, Columbus 10, Ohio 
Purves, Alan R. 
Saturday Night Press, Montreal, Que., Canada 
Rappaport, Leonard 
620 W. 170th Street, New York 17, N. Y. 
Rapps, Miss Evelyn 
1210 So. 15th Avenue, :ywood, Illinois 
Ratner, J. E. 
Campbell-Mithun Advtg. Agency, Inc., Minne- 
apolis 2, Minn. 
Raymond, Robert S. 
24 Beech Street, Lowell, Mass. 
Richey, Perry S. 
3116 Circle Hill Road, Alexandria, Virginia 
Rivoire, John 
Chas. Pfizer & Company, Inc., Brooklyn 6, New 
York 
Roberts, Roma 
Geyer Advertising, Inc., New York 22, N. Y. 
Roberts, Stanley M. 
Hardware Mutuals, Stevens Point, Wisconsin 
Robertson, Bruce S. 
Jefferson Electric Company, Bellwood, Illinois 
Robertson, Walter John 
217 Springfield Pike, Cincinnati 15, Ohio 
Rockwell, William A. 
Moore Business Forms, Inc., Emeryville, California 
Roller, Henry S. 
431 Center Street, Findley, Ohio 
Rondot, Lucien C. 
Fact Finders Associates, Inc., New York 17, N. Y. 
Rosenberg, L. J. 
Sanger Brothers, Dallas, Texas 
Rubin, Marvin J. 
6124 No. Rockwell, Chicago 45, Ill. 
Ryan, Brother Leo V. C.S.V. 
Spalding Institute, Peoria 3, Illinois 
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Saalfield, Robert S., Jr. 
Newsweek Magazine, Cleveland 13, Ohio 
Sadlowska, Hedwig H. 
6728 Chappel Avenue, Chicago 4g, Illinois 
Sandow, Richard O. 
Marshall & Ilsley Bank, Milwaukee 2, Wisconsin 
Sanford, William C. 
Hotpoint Company, Chicago 44, Illinois 
Scott, Philip E., Jr. 
Esterbrook Pen Company, Camden 1, New Jersey 
Seward, Schuyler L. 
Foote, Cone & Belding, New York 17, N. Y. 
Shaw, Erwin B. 
271 East 197th Street, New York 58, N. Y. 
Sheldon, George C. 
5 Cedarwood Terrace, Lexington 73, Mass. 
Shepherd, John W. 
The Drackett Company, Cincinnati 32, Ohio 
Skerritt, Robert D. 
Dun & Bradstreet, Inc., Rochester 3, New York 
Slayton, Alan 
Harold F. Stanfield, Ltd., Montreal, Que., Canada 
Sorensen, Carl C. 
Lanston Monotype Machine Co., Philadelphia 3, 
Pa. 
Stacey, Ann Wallace 
955 Poinsettia Drive, Salt Lake City 16, Utah 
Stedman, Lynn G., Jr. 
Crawford Door Sales Company, Detroit 7, Michi- 
gan 
Stevens, J. Richard 
State Univ. of Iowa, Marktg. Dept., Iowa City, 
Iowa 
Stevens, William D. 
Young & Rubicam, New York, N. Y. 
Stevenson, John P. 
100 Memorial Drive, Apt. 8-11B, Cambridge, Mass. 
Strauss, Mac 
Philbin & Coine, Miami, Florida 
Sullivan, Kenneth C. 
Raytheon Mfg. Co. Equip. Sales Div., Waltham 
54, Mass. 
Sullivan, Timothy J. 
Florida Power & Light Company, Miami 30, Flor- 
ida 
Sutherland, R. W. 
5910 Coolbrook Avenue, Montreal, Que., Canada 
Symons, John Jeffrey 
Canadian Cottons, Ltd., Montreal, Que., Canada 
Szatkowski, James R. 
5171 No. Teutonia, Milwaukee, Wisconsin 
Teague, James 
Dearborn Stove Company, Chicago, Illinois 
Thomas, Harvey L., Jr. 
McKinsey & Company, New York 17, N. Y. 
Traub, A. C. 
Fairbanks, Morse & Company, Providence, R. I. 
Trieb, Jules 
McCann-Erickson, Inc., New York 20, N. Y. 
Tucker, William A. 
Ideal Industries, Inc., Sycamore, Illinois 


Turner, Jack Thorne 
School of Bus., Indiana Univ., Bloomington, In- 
diana 
Valentine, Mary B. 
The Moore Hotel, Seattle 1, Washington 
Van Pelt, C. H. C. 
The Arrington-Van Pelt Org., Cincinnati 37, Ohio 
Vatalaro, Joseph S. 
The General Tire & Rubber Company, Akron 9, 
Ohio 
Vaughan, Ernest H. 
The University of Texas, Waggener Hall 11, Aus- 
tin 12, Texas 
Visser, Nick 
Consolidated Press, Ltd., Toronto 1, Ont., Canada 
Vitriol, Morton M. 
630 Fifth Avenue, New York 20, N. Y. 
Vosburg, Harry A. 
Sylvania Electric Products, Inc., New York, N. Y. 
Waaser, Wilbur F. 
Utica College of Sycamore Univ., Utica, New 
York 
Wagner, Charles B. 
210 Houston Road, Pittsburgh g, Pa. 
Walker, Mrs. Margaret 
University of Utah, Annex 234, Salt Lake City 1, 
Utah 
Walker, Myles M. 
Raytheon Mfg. Co., Equip. Sales Div., Waltham 
54, Mass. 
Wallen, Adrian L. 
1150 West Ohio Street, Chicago 22, Illinois 
Watkins, William J. 
School of Bus., Univ. of Mich., Ann Arbor, Michi- 
gan 
Waugh, Frederick V. 
Bureau of Agricultural Economics, Washington, 
D. C. 
Weill, Robert K. 
The Armand S. Weill Co., Inc., Buffalo 2, New 
York 
Weiss, Irv. 
231 Bridge Street, Phoenixville, Pa. 
Wexelman, Bernard 
Dancer, Fitzgerald, Sample, Inc., New York 17, 
Willson, John Percival Wynne 
The Imperial Tobacco Co., Ltd., Bristol 3, Eng- 
land 
Wilson, Thomas H. 
The General Tire & Rubber Company, Akron 9, 
Ohio 
Woolley, Douglas F., Jr. 
Pennsylvania Salt Mfg. Company, Philadelphia 7, 
Pa. 
Zimmerman, Clark E. 
McCann-Erickson, Inc., Cleveland 14, Ohio 
Zober, Martin 
Drake University, Des Moines 11, Iowa 
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For Advanced Management Courses Emphasizing 
the Formulation of Policies and Decisions: 


BUSINESS POLICIES 
AND MANAGEMENT 


By Dr. W. H. Newman 


Dr. Newman of the Graduate School of Business, Columbia 
University, has written this book for top management courses 
out of his rich experience in business and teaching. BUSINESS 
POLICIES AND MANAGEMENT covers policies, organization, 
facilities, and techniques. It provides a comprehensive cover- 
age of the problems facing a business administrator. 

There are twenty-seven chapters, each followed by class 
discussion questions and a practical case problem emphasizing 
the principles in the chapter. An instructors’ manual is avail- 
able without charge to instructors using this book. 

Besides the cases at the end of each chapter, there are 
eleven comprehensive cases for detailed study. 


~SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 2, New Rochelle, N. Y., Chicago 5, San Francisco 3, Dallas 2 


With Eleven Actual 
Comprehensive Cases 


The following is a 
list of the eleven 
comprehensive cases: 


MID-CENTRAL POWER 
AND SERVICE CO. 


THE WALTER C. 
WYCOMB COMPANY 


SUPERIOR HOSIERY 
COMPANY 


THE DELICIOUS 
FRUIT COMPANY 


D. L. HINSHAW AND 
COMPANY 


CENTRAL CLAY 
PRODUCTS COMPANY 


TODD BAKING POWDER 
COMPANY 


HOME FURNISHINGS 
COMPANY 


JACKSON OIL CO. 
ROCKLYN OIL CO. 
INDIAN LEAF, INC. 


THE JOURNAL OF MARKETING 


NOW offers the below-listed publications in the hope that they will help to 


solve your individual researching problems. 


1. Motion Picture Research: Content and Audience Analysis, by Marjorie 


Fiske; Leo Handel, Vol. XI, No. 2 


2. New Techniques for Studying the Effectiveness of Films, by Marjorie 


Fiske; Leo Handel, Vol. XI, No. 4 
g. Insurance Research, by Frank Lang, Vol. XI, No. 1 


4. Estimating the Character of Unsampled Segments of a Universe, by 


Lucien Warner, Vol. XII, No. 2 


5. Motivation Analysis in Market Research, by Fred T. Schreier; Albert J. 
Wood 


These are priced at $1.00 per copy. Add twenty-five cents per copy for ship- 


ment outside the United States. 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 


1525 E. 53rd Street 


Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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Please mention the JouRNAL OF MARKETING tn writing advertisers 


Selling Research is on 
job! Your confidential 
ports on the current over 
the-counter movement 
your own or compet 
products are ready 
action months ahead 
the “regular channels.” 


A “must” sales 
used by leading ma 
facturers in the drug, 
cery, pharmaceutical, toi 
letry, confectionery 
beverage fields! 


120 TEST CITIES 


Complete pretests: 
Copy, Point-of-sale, 
Merchandising Plans, 
New Packages, Media, 
New Products. 


You can relax 
| FIRST | 
IN 
von" FIRST 
IN 
q 
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AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLIII March, 1953 
Harold Adams Innis, 1894-1952 V. W. Bladen and others 
The Meaning of Utility Measurement A. A. Alchian 
Duties and Income Distribution A. Y. C. Koo 
Excess Liquidity and Monetary Reforms J. G. Gurley 
International Trade Philosophy of Cordell Hull W. R. Allen 
National Income and Product, 1929-1950 L. R. Klein 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 


JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St., N. W. Washington 6, D. C. VOL. 48 NO. 261 
Data for Measuring the Effectiveness of Public Income-Maintenance Programs ........ Jacob Fisher 
The Circular Normal Distribution: Theory and 

L. J. Gumbel, J. Arthur Greenwood, and David Durand 
Probabilities of Certain Solitaire Card Games ...........-.eceeeecscecees Robert E. Greenwood 
Dan F. Waugh and Frederick V. Waugh 
Delimitation of Economic Areas: Statistical Conceptions in the Study of the 

Non-Linear Functional Relationship between Two Variables when One 

Estimating the Ratio between the Proportions of Two Classes when One is a 

Book Reviews 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 


2. Improvement of basic statistical data 
A S A 3. Application of statistical methods to practical prob- 
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CUT 


for Marketing 


Research Tabulations 


In an emergency or for your regular requirements 
. .. STATISTICAL provides the quick, practical way to 
get the marketing research tabulations you may need. 


This experienced organization has the facilities and man-power 

& to handle every phase of the job quickly, accurately and at 
sensible cost. STATISTICAL can give you personal service on 

coding and editing, punching, verification, preparation of 

tables, tabulating, percentaging, and typing. And you 

don’t have to bother with hiring and training or 

& worry about equipment standing idle, overtime, etc. 


Find out today how this dependable service 
can save you time, trouble and money. Phone 
or write our nearest office for full details. 


STATISTICAL 


in the country. ESTABLISHED 1933 * MICHAEL R. NOTARO, President 


CHICAGO 4, ILL., 53 W. Jackson Blud., Phone HArrison 7-2700 
NEW YORK 4, N.Y., 89 Broad Street, Phone WHitehall 3-8383 
ST. LOUIS 1, MO., 411 North Tenth Street, Phone CHestnut 5284 
NEWARK 2, N.J., National Newark Bldg., Phone MArket 3-7636 
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WE'D LIKE TO BE IN YOUR SHOES 
°THE NEXT TIME YOU HAVE 

"A PROBLEM 

QUESTIONNAIRE DESIGN 

> TABULATING — MACHINE OR MANUAL 
VARITYPING 

CALCULATING 


© TYPING OR AUTO TYPING 
DIRECT MAIL SERVICE 


> LET US STEP IN AND 
GIVE YOU OUR 
“PERSONALIZED 
SERVICE” 


LOS ANGELES CHICAGO NEW YORK 


731 Spring St. 109 N. Wabash. 860 Broadway 
TR 9?°°3 RA 6-8250 OR 3-9710 
MINNEAPOLIS $T Louis 
125 S. 3rd Street 217 N. 10th St. 
MA 8512 CE 6753 
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MARKETING 
An Institutional Approach 


EDWARD A. DUDDY 
and DAVID A. REVZAN 


Ready in June 


Here is the only marketing text to present material completely integrated in 
accordance with a preconceived theoretical plan. The new edition maintains this 
excellent quality, and at the same time simplifies, clarifies, better coordinates, and 
* brings statistics up to date. It thus presents a comprehensive knowledge of the 
meaning of marketing and the organic way in which economic society is organized 
to carry on marketing transactions. It excels in pointing out the relevance of the 
structural concept to market areas and prices and calliny attention to the preva- 
lence and importance of structural change in marketing institutions. 

Discussing the theory of marketing from an institutional point of view, the text 
emphasized marketing functions and structures which operate in the cultural en- 
vironment of a highly organized economy. In these discussions, a detailed and in- 
fegrated analysis is presented of major marketing functions and structures, includ- 
ing agency, area, and price through and by which marketing functions are per- 
formed. This is followed by consideration of coordination and control of the system 
through means of price, consumer, management, and government. Finally, there 
is an evaluation of the efficiency of marketing mechanisms. 

New developments and advances have been incorporated throughout this revi- 
sion. An outstanding chapter covers merchandising as a function of marketing 
strategy, and a section has been added on intra-city retail trading areas. For con- 
venience of both student and instructor, a separate section on institutional theory 

has been included in the Appendix. 


Send for copies on approval 
McGRAW-HILL BOOK COMPANY, Inc. 
330 West 42nd Street New York 36, N. Y. 
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